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LETTER TRANSMITTAL 


NOVEMBER 1958. 
Hon. James EASTLAND, 
Chairman, Committee the Judiciary, 
United States Senate, Washington, 

Dear Senator transmitting herewith for the 
information the members the Committee the Judiciary 
report the Antitrust and Monopoly entitled “Case 
Study Incipient Monopoly Milk Distribution.”’ 

The inquiry the subcommittee into incipient monopoly was the 
outgrowth the subcommittee’s study concentration American 
business. understand the adequacy existing antitrust laws and 
curb the development concentration and monopoly, neces- 
sary the relationship pricing practices the incip- 
ient development such concentration local marketing areas. The 
present report reflects the result such study the ‘Adams dairy 
companies Missouri. 

want acknowledge with appreciation the efforts Paul Rand 
Dixon, counsel and staff director; George Clifford, assistant counsel 
Horace Flurry, assistant counsel and Raymond Cole, investi- 
gator, both the work the hearings which this report based 
and the assistance they rendered the committee the preparation 
this report. 

Sincerely, 
Chairman, Subcommittee Antitrust and 
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CASE STUDY INCIPIENT MONOPOLY MILK 
DISTRIBUTION 


PART SUMMARY THE EVIDENCE 
INTRODUCTION 


Growing concentration economic power and control over 
pricing and distribution methods major concern the Congress 
and particularly the Subcommittee Antitrust and Monopoly. 
considering the adequacy existing antitrust laws curb the 
development concentration and monopoly, necessary under- 
stand the relationship pricing practices the develop- 
ment such concentration market areas. Consumers are 
entitled the benefits our free enterprise system accruing from 
price reductions which result from bona fide price 
the other hand, the public interest not best served predatory 
pricing practices which become path monopoly. 

Even relatively small supplier can generate concentration and 
foster monopoly sectional markets the use certain pricing and 
marketing practices, especially when has the cooperation and support 
relatively large distributors. such the case the milk 
industry certain parts Missouri, Kentucky, and Kansas 
the problem examined this inquiry. those areas the relatively 
small Adams dairies Missouri have sold milk Safeway Stores, Inc., 
the Great Atlantic Pacific Tea Co., and the Kroger Co., under co- 
operative arrangements both prices and marketing practices 
which have resulted all them substantially increasing both their 
absolute and relative volumes. 

concert with the three great chain organizations, Adams worked 
various communities capture the market. The central device 
was the imposition wider and arbitrary differential between the 
price milk sold home delivery and the retail store price the 
consumer. The purpose widening the differential was induce 
customers buy milk the stores rather than home, and while 
the stores buy other commodities. Given added inducement 
Adams guaranteed stated profit, regardless price reductions, 
the chain stores planned and carried out programs under which they 
dismissed some local dairies suppliers make way for Adams. 
Through price cuts and promotions Adams “policed” the market. 
Preference was given Adams display space and the 
these promotions. For months advance, the schedule promotions 
would drawn Adams, submitted supervisory personnel 
the chains, and promulgated these officials retail stores. 

The effect these practices was relegate the local dairies 
supplying the ever-diminishing home delivery market and serving 
secondary suppliers those retailers which still suffered them. 
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Obedience the demand for the high differential, documents demon- 
strated, helped local dairy keep its secondary place. 

result complaints received the subcommittee into the 
practices two Missouri dairies, Adams Dairy Co., Blue Springs, 
and Adams Dairy, Inc., St. Louis, hearings were conducted 
Washington, C., March and 1958. Elmer Adams, 
president, and his sons, Elmer Adams, Jr., and Howard Adams, 
officers the companies, testified under oath. Sworn testimony 
was also received from employees the Adams companies, and from 
dairymen who said that their businesses had been injuried the 
Adams policies. attorney from Columbia, Mo., testified 
alleged agreement which said was made that city and had the 
effect ending milk price war. addition, number deposi- 
tions from persons identified with local dairies Missouri were 
presented the committee and made part the printed record. 

large number documents was obtained under subpena from the 
Adams companies and from Safeway, P., and Kroger. Virtually 
all these documents were printed full the published hearings, 


ORIGIN THE ADAMS DAIRIES 


Elmer Adams was born Blue Springs, Mo., years ago. 
son, Elmer Adams, Jr., operating head Adams Dairy, Inc., 
St. Louis, Mo., and another son, Howard Adams, identified 
with Adams Dairy Co., Blue Springs. The sons are officers 
both companies and the father president. Blue Springs located 
Jackson County, which includes Kansas City, and borders the 
county seat, Independence. 

For about century the Adams family has lived the farm 
Blue Springs. Approximately 1917 Mr. Adams converted what 
had been grain and livestock farm specialized dairy farm, pro- 
ducing certified milk under the supervision the Jackson County 
Medical Society. told the subcommittee that under early regula- 
tions certified milk, used for the feeding infants, was not pasteur- 
ized and mechanical milking methods were not permitted. His herd 
cows was milked hand. early 1934, Mr. Adams 
perceived dangers his type operation which marketing was 
problem well production. His certified milk was processed, 
bottled and delivered the storage room Kansas City retail 
Mr. Adams said paid cents quart this dairy for 
delivery service. The dairy had its own brand milk which com- 
peted with that the Adams farm. 

1934, Mr. Adams opened retail business 5520 Troost Avenue, 
Kansas City, Mo., which operated for years, with Adams, 
There were home delivery retail routes established, 
but this time there was wholesale business stores. The 
growth the business indicated the fact that Mr. Adams 
1941 had herd from 125 135 cows. the beginning produced 
all his own milk but eventually, addition the milk from his 
own farm, processed and bottled milk produced other farms. 

Meanwhile, Mr. Adams interest the activities 
agricultural groups, serving for years the executive board 
the Jackson County Farm Bureau. was interested, testified, 
finding direct way bringing agricultural products from the farmer 
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the consumer. regarded home delivery milk not economical, 
least for him. 

was 1941, testified, that learned that milk was being 
marketed paper containers. that year sold his herd and 
studied the marketing milk paper. Learning that the Pure-Pak 
Co. manufactured machine which packed milk paper cartons and 
there were plants operation Washington, C., Illinois, and 
Oakland, Calif., and his sons went Oakland study that 
operation. The Oakland establishment was plant the Lucerne 
Co. told the subcommittee that had not been aware that 
Lucerne was part Safeway Stores, Inc. 

Mr. Adams testified that had consulted with officials Safeway, 
Kroger, and P., and found that they were interested his 
proposal supply them milk paper cartons. least the 
beginning, according his testimony, Adams milk was not sold 
the retail chains with guaranteed markup. Mr. Adams indicated 
that, rather, felt that could make the milk available stores 
price which would make possible for them sell below the home 
delivery price force the time. 

Mr. Adams proud that the innovator the paper milk carton 
Missouri. Overcoming the objections health authorities 
Kansas City, Mr. Adams took steps remodel his dairy building 
accommodate the packing milk paper cartons. purchased 
equipment and told some his associates the board the Missouri 
Farm Bureau Federation that planned sell milk paper cartons 
some the chain stores Kansas City. newspaper published 
this. 

The first series difficulties with union labor ensued. Mr. 
Adams said was told that unless union labor remodeled the plant 
could not sell his milk Kansas City. adjustment was made, 
Mr. Adams said, and his cost construction increased considerably. 

this point, with Mr. Adams almost ready begin supplying his 
store customers, the first his encounters with the national milk 
marketing companies took place. told meeting with 
representative the Pure Milk Producers Association and said that 
was reported him that although there was substantial amount 
surplus milk the market there was difficulty finding supply for 
him. attended meeting with the membership and was pro- 
posed him that rival dairies would receive the milk destined for 
Adams and send him, necessitating receiving and transporta- 
tion costs. this meeting, said, Mr. Brown, whom identified 
the president Sealtest, said, will have price war and 
see Adams can pay for the milk.” Nevertheless, the Pure Milk 
Producers Association consigned milk Mr. Adams, began 
deliveries stores September 21, 1941, and what has developed 
into exceptionally profitable milk marketing operation Missouri, 
Kansas, Illinois, and Kentucky was underway. 

The record not clear when Adams milk first won exclusive 
rights the Safeway, P., and Kroger stores Kansas City, but 
this arrangement has been maintained for some time 

Documents obtained under subpena from Safeway Stores, Inc., 
established that Safeway guaranteed $17,000 loan from the City 
National Bank Trust Co. Mr. Adams enable him get his 
plant operation 1941. One the reasons advanced Safe- 
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way official for guaranteeing the loan was that Mr. Adams had been 
encouraged Denman, representative the National Chain 
Council, and thus Denman, representative national 
association, has put the industry position criticized his 
encouragement and implied 

The business was operated under the name Adams. Dairy Farm 
until 1945. that year was incorporated Adams Dairy Co., 
and Mr. Adams testified that the corporation has always been wholly 
owned members the Adams family. 1947 the first move 
toward expansion took place. Adams Dairy, Inc., was organized, 
after the St. Louis market had been studied over 2-year period, 
and Adams, Jr., was installed operating head the new 
corporation St. Louis. Adams Dairy, Inc., has its headquarters 
and plant 5425 Easton Avenue, St. Louis. 

the ownership Adams Dairy, Inc., Mr. Adams testified 
that has been principally owned members the family, with 
some shares owned Drymon, and some Mr. Denman. 
indication the manner which the Adams business has de- 
veloped seen the fact that Mr. Denman’s stock, which pur- 
chased for $10,000, was recently acquired the Adams family for 
$75,000. 

THE ADAMS SYSTEM OPERATION 


The hearings disclosed the elements the Adams scheme opera- 
tions and made clear why that plan was profitable the two Adams 
companies and was ardently supported the chains. are five 
main characteristics the Adams plan and they are briefly identified 
follows: 


Differential between home delivery and chainstore sale 


Adams looked upon home delivery its competition; the chains 
looked upon the system which could keep prospective purchasers 
staple out the store. There was dispute whether milk 
war ended Columbia, Mo., following agreement home-delivery 
dairies and Adams that home-delivery prices should cents higher 
for half gallon than chainstore retail prices; prices Columbia, 
however, have been stable since the differential went any 
event, correspondence between Adams and the chains rich with 
illustrations the paramount importance that Adams and the chains 
accorded this Adams looked upon the maintenance 
and increase the differential one the principal services the 
chains which could perform. 


Guaranteed markup the chains 


The testimony and documents definitely established that Adams 
guarantees agreed-upon profit the chains, regardless how low 
selling price set competition, real fancied, the joint Adams- 
chain price policy. The Adams distributors are subsidized the 
Adams companies making funds available the chains, thus 
lower prices and this practice termed competitive allowance. 


Use promotions reduce price 


When Adams entered new community, when chainstore was 
being opened closed, when was time back school, when 
business “‘needed shot the when Adams locked horns with 
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the milk industry giants desired teach local competitors 
Adams gave away milk hot chocolate cottage cheese 
biscuits buttermilk. The formula varied. Sometimes quart 
milk was given away with the purchase half gallon. Sometimes 
the purchase half gallon entitled the customer two half gallons. 
Sometimes coupons printed newspapers entitled Adams milk cus- 
tomers 5-cent 10-cent price reduction and sometimes chain- 
store customers would find Adams representative hand dis- 
tributing this largesse those who lacked the newspaper coupons. 

given Adams chains display space and pro- 

motions 

The hearings left doubt that the treatment accorded com- 
plaining dairies the boot-heel area Missouri reducing their 
display space the stores and refusing them the privilege meeting 
Adams with giveaway programs was not isolated instance but con- 
sistent policy, demanded Adams and vigorously supported the 
chains. The correspondence the chains obtained under subpena 
showed that Adams regarded such preference essential its opera- 
tions. The corre spondence likewise removed all doubt that orders 
went from chainstore management the retail outlets insisting that 
Adams given preferred space and that competing dairies should 
excluded from promotions when Adams giveaway program was 
under way. 

Promotional allowance chains 


Adams has agreements with Safeway, Kroger, and under 
which money payment made for each “unit” milk milk 
products sold. milk, the unit quart, and Adams pays the 
chain mill per unit. With the large volume Adams milk sales 
fostered preferred display and promotions and the chains’ own 
desire propagate milk which its profit guaranteed, the 
the chains from this allowance considerable. Adams has 
contracts with Safeway, P., and Kroger granting them money 
allowances for advertising. The essential point that for this local 
advertising Adams pays ‘the higher national rate. Adams also par- 
ticipates with Kroger that chain’s radio and television advertising 
program. 

The Dietrich Kroger official, Paul Dietrich, grocery mer- 
chandiser Carbondale, concisely summarized the Adams plan 
series letters his operating subordinates. testifying 
the hearings, the Messrs. Adams were asked comment the 
Dietrich letters, and they acknowledged that the understanding 
between the Adams dairies and the chains was accurately set forth. 

The Dietrich letters, with rare economy words, the 
guaranty 2-cent markup quart and 3-cent markup 
half gallon milk; the mechanics through which the Adams distrib- 
utor would make good Kroger’s retail price the event 
competitive the agreement handle complete line 
Adams products space permits’’; preference Adams products 
that they would ‘‘go first line traffic your dairy space 
allocation under which retailers would “devote percent 
your milk space Adams milk’’; and the cooperation extended 
Kroger Adams demonstrator the distribution free milk. 
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The text one these communications follows: 


12, 1957. 
To: Stores Nos. 207, 252, 235, 241, 158, 244, 253. 
summary Adams milk program discussed our meeting 
July 11. 
OBJECTIVES 


Make available Mrs. Smith, better value dairy products. 
your profit overall dairy-product sales. 
Increase your total dairy-product sales through planned promotions. 


DETAILS 


Adams milk deliveries will start July 15. 

Adams milk DSD contract attached. 

Adams Milk Co. assures you cents and cents markup quart and 
half gallon milk, respectively. 

the event competitive activity, you notify Adams driver price sit- 
uation. Meet the competitive price, and Adams driver will issue you slip 
for the difference, assuring you 3-cent markup each gallon milk. For 
example, your regular cost cents, retail cents. competition goes 
cents, your cost cents, retail cents. 

agreed handle complete line Adams products space permits. 

Adams products first line traffic your dairy case. 

Devote percent your milk space Adams milk. 

Stores 252, 235, 241, 158, 244, will have Adams demonstrator Friday 
and Saturday, July and 20. half pint Adams milk will given all 
customers. Please provide space and ice tub for the half pint milk that 
your demonstrator can effective job. 

Stores 207, 253 will have the free half pint milk, but demonstrator. 

Please handle, talk up, and make the free half pint milk available your 
customers. 

will not advertise the free offer. The Adams Milk Co. will advertise 
their own ad. 

Keep your promotion strictly confidential until your breaks. 

discussed the meeting, you will have stay top this program. 
Give full cooperation the Adams Co. and keep the writer informed any situa- 
tion that you may need help on. 

Sincerely, 

distributor Adams milk Mr. Bob Janett 

Differential between home delivery and store are strictly wholesale 
delivery, selling through stores only, and our job keep you competitive 
all times, and work toward widening the differential between store delivery and 
home delivery. 

Thus, Adams, Jr., operating head Adams Dairy, Inc., 
St. Louis, wrote the Atlantic Pacific Tea Co. 
Louisville, Ky., November 27, 1957 (98). 

The Adams policy this regard undisputed. They wanted the 
differential make possible volume sales their product the stores. 
The chainstores wanted the differential bring customers into the 
store buy milk which they bad guaranteed markup, lucrative 
promotional allowance and profitable advertising allowance through 
their understanding with Adams. 

Howard Adams wrote Bob Haupt, Safeway official 
Kansas City, Mo., December 21, 1956, expressing his distress that 
other dairies were making price concessions home delivery 
Columbia: 
that has resulted narrowing the differential between the home and the store 


position not think justifiable, line with either yours our policy 
concerning such matters. 


All page numbers parentheses refer Case Study Incipient Monopoly Milk Distribution, 
Hearings before the Subcommittee Antitrust and Monopoly, 85th Cong., sess., March and 1958. 
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Mr. Adams then said that had evidence home delivered milk 
cents half gallon from Sealtest and cents gallon jug from 
Linwood Farm. said that the gallon-jug price would below 
the price two half gallons Safeway and the Sealtest price was 
approximately quart above Safeway’s. added: 

Such condition has not existed the Kansas City market since began 
operation and through our efforts over period years this differential has been 
widened where the consumer now enjoys cents half gallon below home de- 
livery most areas where are marketing milk. 

Mr. Adams argued that complete cooperation the stores with 
Adams was needed prevent such effects. cited, example 
lack cooperation, Safeway’s adding two competitive brands 
cottage cheese time when Adams had adjusted its price 
such way that increased the store’s margin profit straight 
across the And warned: 

not feel, however, that can continue police any given market, unless 


have complete cooperation every level that may also participate the 
benefits these efforts. [Emphasis supplied.] 


Mr. Adams summarized: 


Our policy has been work completely and freely with your stores order 
that they might have increased volume, wider margins, and the differential below 
home delivery that takes deliver both these. not like see 
situation develop that impairs advantage, not only ourselves, but also 
the Safeway stores (223). 

Howard Adams told the subcommittee that “on the question 
policing, the policing this; take police for the consumer 
(224).” will noted, however, that this instance the gallon 
jug was being delivered the consumer lower than half 
gallons the Safeway store, and the half gallons were delivered 
home for approximately cent above store cost. The arguments 
Mr. Adams, expressed the letter, appeared that joint police 
action Adams and the chain were required prevent the customer 
from obtaining milk low cost home 

Markup guaranteed Adams.—With copies the Dietrich letters 
before him, Senator Carroll persistently questioned the Messrs. 
Adams. They suggested that was the “tough competition” which 
confronted them that compelled them so, but they agreed 
that the store customers did receive guaranteed markup. 

The following summarized the situation: 

Senator But there competitive price that drives down below 
the agreed price, you always assure 3-cent markup, cents, whatever 
you have, and whatever the competitive price is. The driver will issue credit 
slip or, one the Adams sons testified, they will call you. But your concept 
this, that there will always guaranteed markup your customers. 


Mr. Howarp far practical. Obviously, are dealing with 
some tough competition, and will always competitive (104). 


Mr. Adams, senior, indicated that competitors made the policy 
necessary. 

Now 
said— 


practically every location in, the price drops before get there. They 
hear are coming, and someone drops the price. other grocery stores 
that the price, which are our competitors, and have meet that situa- 
tion 
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Reduction price through promotions.—Promotion sales through 
the gift milk milk products cardinal point the Adams 
plan operations. The device used entry into new territory, 
meet competitive situations, stimulate sales generally. 

Adams, Jr., thus summarized the giveaway program followed 
when Adams entered Poplar Bluff, Mo.: 

had the first weeks was quart free The third week was quart 
buttermilk; the fourth week was package cheese; the fifth week was 
10-cent coupon the paper; and the sixth week was for dollar (261). 

Mr. Adams, junior, told the committee the necessity for pro- 
motions his company saw it. you into 
said, either have promote buy your way (237).” 

Committee members, confronted with evidence promotion carried 
out consistent policy and scheduled months advance Adams 
and the chains, expressed concern over their effect. When Senator 
Kefauver asked Mr. Adams, junior, expected these promotions 
break the market, Mr. Adams replied the negative, but added: 


Sometimes happens; sometimes does not (199). 


When Senator Kefauver asked what happened such independent 
dairymen those who had testified the hearings, Mr. Adams said: 
They have been there for years ahead us, and they promo- 
tions they wanted to. This our idea promoting Adams milk. are new 


the market and, instead running other types advertising, feel this 
the way get into our consumers’ hands (199). 


The effect promotions was finally identified price cut 
brief among Paul Rand Dixon, committee counsel, Senator 
Kefauver, and the Adams brothers. 

Mr. Drxon. How often have promotion? 

Mr. Apams, Jr. are quite promoters; that our business. Milk selling 
out the stores impulse item. 

Senator What trying get is: you consider just 
plain reduction price? 

Mr. Jr. package deal, three deal. 

Senator Keravver. Isn’t that actually just cut price? 

Mr. Howarp Apams. Most promotions are (265). 

The Adams companies felt that they had right maintain give- 
away programs when competitors met their net price. Thus, Van- 
dalia, Mr. Adams, junior, said, the competitors were Meadowgold, 
Beatrice Foods, and Sealtest. Adams entered the new territory with 
coupon worth cents. added: 

Our competitors met the price. dropped our price, with 
our promotions the basis that felt like were entitled promotion 
new territory (235). 


When Adams entered Illinois communities late February 1958, 
the promotion program marched with the invaders. letter Mr. 
Dietrich, the Kroger merchandiser Carbondale, from 
Adams, Jr., illustrates the Adams program. 


Darry, 
St. Louis, Mo., February 12, 1958. 
Mr. 
The Kroger Co., 
Carbondale, 

Mr. The following are the towns are serving starting 

Wednesday, February 26, 1958: (240) Benton, (237) Johnson City, 

(175) Royalton, (255) Frankfort, (263) Marion, 
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have planned promotions for the weeks follows: 

February 27, 28, March 10-cent coupon paper, new area. 

flavor cheese, cost cents, *all over. 

March 13, 14, 15: 5-cent coupon milk, new area; March 13, 14, 15: 
pounds cheese cents, cost cents, all over. 

March 20, 21, 22: Vita Vim, for $1, cost cents, all over. 

March 27, 28, 29: 5-cent coupon milk, new area; March 27, 28, 29: 
Half and half, pint, cents, cost cents, all over. 

April 5-cent coupon milk, new area; April Double cream, 
one-half pint cents, cost cents, all over. 

Sincerely yours, 


The following letter from Howard Adams Ralph Low, 
Safeway, Kansas City, April 18, 1957, illustrates the new-store give- 
away policy. 

18, 1957. 
Mr. Low, 
Safeway Stores, 
Kansas City, Mo. 

Dear understand that you will opening your new store St. 
Joseph Kinghall Avenue the next few weeks and would like have 
your approval feature our regular new-store promotion, the form free 
half gallon given away customer with the purchase half gallon 
during the opening promotion week, have done the past all new stores 
our customers. 

This promotion has been, and is, available all our customers the same 
basis. 

Yours very truly, 
Co., 
(761). 


Another letter from Howard Adams Mr. Low, dated May 15, 
1957, illustrates the policy distributing giveaways meet com- 

May 15, 1957. 
Mr. Low, 
Safeway Stores, Inc., 
Kansas City, Mo. 

order that your Columbia store may kept competitive with 
current market conditions, would like run promotion free quart given 
with the purchase half gallon milk May 30, and June 

This promotion line with similar promotions that have been carried 
competitors this market, and available all our customers the 
same 

Hoping that this promotion will afford your store opportunity meet 
competitive conditions Columbia, am, 

Sincerely yours, 
Co., 
Howarp (763). 


The “shot the giveaway illustrated through the following 
letter from Howard Adams Bob Hogan, Safeway, Kansas City, 
Mo., which Adams.arranges for coupons the chain 
for Friday and Saturday promotions. Mr. Adams commented that 
such promotion St. Louis proved most effective the same 
time, had avoided tearing retail 

Mo., July 15, 1957. 
Mr. Bos 
Safeway Stores, Inc., 
Kansas City, Mo. 

Bos: would like have your approval the following in-store 

promotion. 
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propose, with your approval, pick out stores each weekend Friday 
and Saturday, and attach 5-cent coupons the half gallons the stores, and 
these coupons redeemed the store. 

This promotion offered all our customers the same basis, and with 
the same limitations for each weekend. obviously cannot carry out this 
promotion all stores the metropolitan area the same weekend with any 
effectiveness, but feel can carried selected group stores each 
weekend until all our customers have had equal opportunity participate 
this promotion. 

Our first weekend, should begin soon possible, and would like 
start this coming July and 20, that possible, offering your North 
Kansas City store and also your Antioch store North Kansas City those 
days. 

Hoping this meets with your approval, am, 

Sincerely yours, 
Apams Co. 
Howarp 


have done some experimenting with this promotion the St. Louis 
market, and have found most effective, and the same time, have avoided 
tearing retail prices. also has the advantage working very smoothly 
the store with the minimum attention from your store personnel, since 
will handle the attachment the coupons ourselves. (769). 


listing Adams coupon distributions P., Kroger, and 
Safeway presented the appendix the printed hearings begin- 
ning page 781. 

The persistency and variety the Adams promotions illustrated 
the following selections from the printed hearings, setting forth 
dealings between Adams and 

Aveust 13, 1957. 
To: Sales department, store accounting department, Mr. Lusse, Mr. 


Schwab, Mr. Barton, store manager, Centralia. 
From: Mr. Nelson. 


compete with the Prairie Farms deal pack half gallons homogenized, grade 
milk offer cents for banded together, Adams Milk offers half gallon 
homogenized, effective this week end August 15, 16, and cents for half 
gallon, suggested retail for half gallons, cents gallon. 

14, 1957. 


To: Sales department. 
From: Mr. Nelson. 


Per our discussion, Adams 5-cent coupon milk will available follows: 

August 15, 16, 17, 1957: Belleville, 6356 Easton, 5418 Hampton. 

August 22, 23, 24, 1957, for inclusion circulars: 8014 Broadway, 9343 Gravois, 
1601 Brentwood, 407 Highway 66, 6356 Easton. 


15, 1957. 
the following stores: Belleville, Hampton Avenue, 2708 North 
Florissant. 
From: Lusse. 
Subject: Adams 5-cent coupon promotion. 


During the period Thursday, Friday, and Saturday, August 15, 16, and 17, 
Adams has offered special 5-cent coupon half gallon milk. The coupon 
will attached each one-half gallon milk. 

This 5-cent milk coupon has been very successful the past, and your usual 
good cooperation will appreciated. 
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15, 1957. 
the following stores: 9343 Gravois, 6356 Easton, 1601 Brentwood, 8014 North 
Broadway, 407 Highway 66. 
From: Lusse. 
Subject: Adams 5-cent milk coupon. 


outlined the sales department stencil dated August 14, the above stores 
will have 5-cent milk coupon Thursday, Friday, and Saturday, August 22, 23, 
and 24. This has been very successful promotion the past, and anticipate 
greatly increased volume. sure order adequately and maintain full displays. 

Coupons are handled the regular manner. 


Aveust 16, 1957. 
To: Sales department, store accounting department. 
From: Nelson. 


Adams Dairy offering for our Mount Vernon and Centralia stores, effective 
August and 16, one quart buttermilk free with each half gallon homogenized 
milk purchased. 


21, 1957. 
To: Mr. Riffel, St. Charles, Mo. 
From: Mr. McGinn. 


August 20, 1957, wrote you advising you that your store would have 
3-for-$1 retail half gallons Adams milk during the period August 
through August 24. 

are now advised that the cost will continue until further notice. 
For the duration this cost you should maintain 3-for-$1 retail and handle 
economy credit. 

will advise you there any change the handling the retail credit (823), 


21, 1957. 
To: Sales department, Mr. Lusse, Mr, Hammond. 
From: Nelson. 


Adams Dairy advises that effective tomorrow, August 22, until further notice, 
they are reducing cost half gallons milk cents, with suggested retail 
half gallons for $1. 


1957. 
To: Mr. Walker, manager, 6120 Natural Bridge. 
From: Mr, MeGinn. 


February and February Adams Dairy will affix coupon 
each quart-size carton their buttermilk, During this promotion you should 
establish retail cents quarts buttermilk. This will necessitate 
your taking economy credit cents each quart sold during these days. 


1957. 
the following stores: 4667 Natural Bridge, 100 North Central, 2505 Woodson 
Road, 4950 Easton, 46th and State, East St. Louis, 1801 Russell. 
Subject: Adams buttermilk promotion. 

Adams Dairy has been authorized conduct special 5-cent-off promotion 
Adams buttermilk during Friday and Saturday, February and the 
above stores. 

This promotion consists 5-cent reduction cost, which should reflected 
5-cent lower retail, and you will billed accordingly. 

Adams Dairy will provide you with tub for iced auxiliary display. 
sure order adequately support the promotion, 


DEPARTMENT, 
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14, 1957. 
From: Nelson. 
This confirms our conversation wherein Adams will have special this weekend 
and next weekend half gallons homogenized milk 30-cent cost 
encourage for retail meet competitive situation St. Charles (824). 


Marcu 27, 1957. 

To: Mr. Dew, manager, 8014 North Broadway; Mr. Finney, manager, 
407 Highway 66. 
From: 

Thursday, Friday, and Saturday, March 28, 1957, through March 30, 1957, 

Adams Dairy will have special promotion their half-gallon milk for your store. 

Your cost during the above period will cents. Your store will billed 


1957. 
To: Mr. MeGinn, Mr. Lussee, Mr. Hammond. 
From: Nelson. 
Thid confirms Adams Dairy offer cents for each half gallons homog- 
enized milk for April and 1957, the following stores: 6120 Natural 
Bridge, Highway 66, 8014 North Broadway. This enables retail for $1. 


1957. 
To: Mr. Finney, manager, 407 Highway 66; Mr. Dew, manager, 8014 North 
Broadway. 
Thursday, Friday, and Saturday, April 11, 12, and 13, Adams has been 
authorized conduct promotion half-gallon milk your store. 
For these days will bill your store 3-for-$1 retail. 


16, 1957. 
To: Mr. Skeen, manager, 6356 Easton Avenue. 
Thursday, Friday, and Saturday, April 25, 26, and 27, Adams has been 
authorized conduct promotion half-gallon milk your store. 
For these days will bill your store 3-for-$1 retail. 


22, 1957. 
To: Mr. Finney, manager, 407 Highway 66; Mr. Dew, manager, 8014 North 
Broadway; Mr. Goodson, manager, 46th and State, East St. Louis. 
From: 
Thursday, Friday, and Saturday, April 25, 26, and 27, Adams has been 
authorized conduct promotion half-gallon milk your store. 
For these days will bill your store 3-for-$1 retail. 


30, 1957. 
To: Mr. Lusse. 
From: Mr. Nelson. 
Adams offer the cents off one-half gallons milk for May and 
this weekend enable sell retail for $1. 
The following stores are the ones selected: 5418 Hampton, 6356 Easton, 46th 
and State, East St. Louis, 6321 West Florissant (825). 


May 20, 1957. 
the following stores: 407 Highway 66, Florissant, Mo., 8014 North Broadway, 
6356 Easton Avenue, 46th and State, East St. Louis, 
From: MeGinn. 
Thursday, Friday, and Saturday week ending May 25, 1957, Adams will 
conduct 3-for-$1 promotion their half-gallon milk. 
The office will bill you the 3-for-$1 retail, and economy credits will 
order. 
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May 28, 1957. 


the following stores: 6356 Easton Avenue, 227 Lemay Ferry, 124 West Jeffer- 
son, Kirkwood. 

Please refer our letter yesterday, May 27, announcing that your store 
would have promotion Adams milk for Friday and Saturday, this 
week ending. 

are now informed that because the holiday the promotion will extended 
include Wednesday, May 29, 1957. 


May 29, 1957. 
From: Mr. Nelson. 


Our store 407 Highway 66, Florissant, will included the promotion 
Adams milk for Friday and Saturday this week and Wednesday 


1957. 
To: Mr. Lusse. 
From: Mr. Nelson. 


During period starting June through the 8th, Adams Dairy will hold their 
usual weekend promotion homogenized half gallons the following stores: 
East St. Louis (2), 407 Highway 66, Kirkwood. 

Our cost during this time will cents off half gallons enable 
retail for $1. 

Credit wili issued cover the difference cost this merchandise (826). 


1957. 
From: Mr. Nelson. 


Adams Dairy has announced that they will reduce the cost half only 
for week end special from the regular cost cents per haf gallon 
for the period Thursday, June and the metropolitan St. Louis area, 
which St. Louis County, St. Charles, Granite City, East St. Louis, Alton, 
and Belleville stores. 


JUNE 1957. 
To: Mr. Anderson, purchases, Chicago. 
From: Mr. Nelson. 


Confirming our conversation, Adams Dairy have special promotion 
half gallons, known the week end special, which they will reduce the cost 
from cents per half gallon for the period June and the metro- 
politan St. Louis area, which includes St. Louis County, St. Charles, Granite 
City, East St. Louis, and Belleville stores. This will enable retail half 
gallons cents thereby meeting the local coupon competition. 


JuNE 11, 
From: Mr. Nelson. 


Confirming our conversation, Adams Dairy will hold promotion half 
gallons homogenized Rolla, Mo., Thursday, Friday, and Saturday, 13, 14, 
and 15. 

During this time, they will bill cents off one-half gallons. 


JUNE 12, 1957. 
To: Sales department. 
From: Mr. Nelson. 


Adams offer for Granite City cost cents half gallons homogenized 
for the period June 13, June 14, and June only special for the weekend. 


| 
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JUNE 17, 1957. 
To: Sales department. 
From; Mr. Nelson. 
Adams Dairy offer for Rolla, Mo., store this weekend Friday and Saturday, 
June and 5-cent coupon half gallon homogenized. 
This will conducted for weeks running. 


14, 1957. 
To: Mr. Swallow, Rolla, Mo. 
From: Mr. MeGinn. 

Effective Thursday, Friday, and Saturday, June 13, 14, and 15, Adams 
allowing cents off each half gallons milk delivered your store. During 
the above period are establishing retail half gallons for 

The office will bill you for and economy credits will necessary (827). 


JUNE 18, 1957. 
To: Mr. MeGinn. 
From: Mr. Nelson. 
Effective with deliveries tomorrow, June 19, Adams Dairy will reduce one-half 
gallons homogenized for the Granite City store only, cents each. 


Aveust 1957, 
To: Mr. Lusse. 
From: Mr. Nelson. 


Adams Dairy offer 5-cent coupon half-gallon homogenized milk for 6356 
Easton Avenue for week ending August which includes dates and 10. 


1957. 
To: Mr. Lusse. 
From: Mr. Nelson. 
Adams Dairy will have 5-cent coupon this week for our Belleville store 
half-gallon milk, for the 8th, 9th, and 10th. 


1957. 
To: Mr. Schwab, Mr. McGinn, Mr. Hammond, Mr. 
Lusse, store managers, Jackson, Mo., Cape Girardeau. 
From: Mr. Nelson. 
Adams will have special deal half gallons milk August and 10, 
the Cape Girardeau and Jackson stores. They will have 5-cent coupon 
attached the cartons milk. 


SEPTEMBER 1957. 
Mr. 
Pacific Tea Co., 
St. Louis, 
Mr. The following the results the various promotions 
your during the past week, Thursday, Friday, and Saturday, August 22, 
23, and 24: 


Previous sales| Aug. 22, 23, 


Store week ending 24, 5-cent Amount 
Aug. coupon 
1, 252 2,214 110 70 
1, 352 996 49 80 


Sincerely yours, 


= 
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SEPTEMBER 1951. 
Mr. 
Pacific Tea Co., 
St. Louis, Mo. 


Dear Mr. The following are the results the various promotions 
your stores during the past weekend, week ending August 31: 


901 Illinois: 1,975 half gallons, 5-cent $98. 
Rolla, Mo.: 132 half gallons, 5-cent 


Sincerely yours, 


Jr. 


SEPTEMBER 1957. 
Mr. Howarp 
Adams Dairy Farm, 
Blue Springs, Mo. 


Mr. Apams: have your letter September requesting authoriza- 
tion for special sale for weekend September and our Columbia store 
chocolate milk. This your authorization for this sale cost cents 
per quart. 

Yours very truly, 
Buyer. 


suggested retail this item for this special sale for cents. 


INc., 
St. Louis, Mo., Seplember 1957. 
Mr. 
Atlantic Pacific Tea Co., 
St. Louis, Mo. 
Dear Mr. The following are the results the promotion your store 
during the past weekend, week ending September 


901 South Belleville: 


Previous sales, week ending August 975 


Sincerely yours, 
Apams, Jr. 


10, 1957. 


From: Mr. Nelson. 


Adams Dairy advises there will 5-cent coupon half-gallons milk 
our St. Charles store this weekend—Thursday, Friday, and Saturday, Septem- 
ber 12, 13, and 14. 


SEPTEMBER 10, 1957. 


From: Mr. Nelson. 
Adams Dairy advises they will have 5-cent coupon deal half gallons 


milk our Rolla, Mo., store Monday, Tuesday, and Wednesday, September 
16, 17, and 18. 
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Apams Inc., 
St. Louis, Mo., September 17, 
Mr. 
Atlantic Pacific Tea Co., 
St. Louis, Mo. 


Dear Mr. The following the result the promotion your store 
during the past weekend, September 14: 


403 North Main: 


Previous weekend sales, week ending September 384 


Sincerely yours, 


SEPTEMBER 17, 1957. 


the following stores: Cape Girardeau, Mo., Dexter, Mo., Poplar Bluff, Mo. 
From: Mr. Lusse. 


Adams Dairy has been authorized conduct special promotion your 
stores half-gallon homogenized milk for 3-week period beginning week end- 
ing September and continuing through October 

The promotion will consist 5-cent coupon that will attached each 
half gallon milk Adams Dairy for Thursday, Friday, and Saturday each 
week. 

Please handle the coupons the regular manner. 

recommend you advertise your merchandise during this period. 

Your usual good cooperation will appreciated. 


SEPTEMBER 17, 1957. 


the following stores: St. Charles, Mo., Mount Vernon, Centralia, 
From: Mr. Lusse. 


have authorized Adams Dairy conduct special promotion your stores 
half-gallon homogenized and Vita Vim Thursday, Friday, and Saturday 
for weeks duration. This will start during week ending September and 
continue through October 

This special promotion will consist 5-cent coupon attached Adams 
Dairy each half gallon. 

This the only promotion fresh milk that has been authorized. 

Please handle the coupons the regular manner. Your usual good cooperation 
will appreciated. 


SEPTEMBER 17, 
To: Mr. Swallow, manager, Rolla, Mo. 
From: Mr. Lusse. 


Adams Dairy has been authorized conduct special 5-cent coupon promo- 
tion for 3-week period, beginning during week ending September and con- 
tinuing through October 

The promotion will consist 5-cent coupon Monday, Tuesday, and Wednes- 
day half-gallon regular homogenized, and 5-cent coupon Thursday, 
Friday, and Saturday Adams Vita Vim, half gallon. 

Your usual good cooperation will appreciated. 


1957. 
To: Mr. Koerner, manager, Jefferson City; 


Mr. Jonskin, manager, Columbia, Mo. 
From: Mr. Lusse. 


Adams Dairy has been authorized conduct 5-cent-off-half-gallon promotion 
Adams milk the dates indicated: Jefferson City, Mo., October 18-19, 
November Columbia, Mo., November 16, December 6-7. 

This 5-cent coupon general has been very productive, and are sure you 
will experience good increase, particularly during the period the promotion 
(830). 
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1957. 


From: Mr. Nelson. 


This week Adams offers the 5-cent coupon half-gallon milk the following 
stores: 6356 Easton, Highway 66,-2635 Hampton. 

This will for October 10, 11, and 12. 

Next week for October 17, 18, and for the following stores: 8014 Broadway, 
2635 Hampton. 


14, 


To: Mr. Lusse, Mr. MeGinn, Mr. Hammond. 
From: Mr. Nelson. 


Adams Dairy has been set 5-cent milk coupon half gallons for 6356 
Easton, 2635 Hampton, 1601 Brentwood, this weekend, October 17, 18, 19, 


29, 1957. 

the following stores: 8022 North Broadway, 6733 Clayton Road, 6016 Delmar, 
4950 Easton, 6356 Easton, 2708 North Florissant, 4667 Natural Bridge, 2505 
Woodson Road, 411 Piasa, Alton, Granite City, St. Charles, Mo., 100 
North Central, 6321 West Florissant, 2543 North Grand, 6120 Natural Bridge, 
7700 Olive Street Road, 1719 Washington, Alton, 407 Highway 66, 
Florissant, 4719 Gravois, Hampton, 3641 South Jefferson, 5324 Virginia, 
5418 Hampton, 2718 South Grand, 9343 Gravois, 124 West Jefferson, 227 
Lemay Ferry, East Lockwood, 1801 Russell, 1601 South Brentwood, 700 
North 46th, East St. Louis, 917 Illinois, East St. Louis, Belleville, IIL, 
Crystal City, Mo. 


Subject: Special volume item for week ending November 2—half-gallom Adams’ 
milk, cents with newpaper coupon. 

This item will appear the following newspapers Thursday, October 31: 
St. Louis Post-Dispatch, East St. Louis Press, East St. Louis Journal, Alton Tele- 
graph, Granite City Press, Belleville Advocate, St. Charles Banner News. 

This item will appear the Globe Democrat, Friday, November 

will necessary that you order additional quantity Adams’ fresh milk 
from your driver. sure that you have ordered sufficient quantity that 
you can service every customer. 

You will receive point sale sign Half Gallon Milk, Cents With 
Newspaper Coupon.” 

Send coupons the store accounting department. Mail form below arrive 
the sales department Thursday, November 

today’s mail are including another copy the stencil how handle 

Mr. urge you supervise this promotion sure that maxi- 
mum results are realized this big feature. are shooting for outstanding 
sales week and are certain this will help. 

Yours very truly, 
FRANZEN. 
SPECIAL REPORT FORM 


DEPARTMENT: 


Special report form mailed arrive the sales department Tuesday, 
November (831). 


Promotional allowance.—Adams and its retail customers operate 
under contracts which provide that the stores will give Adams mini- 
mum number name mentions their advertising and Adams will 
pay the retailer mill for each unit milk and milk byproducts. 
pound cottage cheese. half gallon milk represents units, and 
accordingly the retailer would receive one-fifth cent promotional 
credit for such Under the sample contract between Adams and 
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P., which follows, would receive annual revenue 
$8,280. 


To: Mr. Anderson, Chicago. 

From: Bartels. 

are attaching, hereto, six copies Adams Dairy sales-promotion contract 
for the current year, August 1955, August 1956. Our estimated earnings 
are $8,280 per year and would like very much have vour approval this 
contract which the same the one had which expired July 31, 1955. 


SEPTEMBER 21, 1955, 


Adams Dairy, seller, hereby agrees pay Tea Co., buyer, 
Kansas City, Mo., for sales promotion Adams milk and dairy products 
follows: 

SERVICES RENDERED 


The buyer accepting this sales promotion allowance hereby agrees pro- 
vide minimum line listings year the buyer’s regularly scheduled 
newspaper advertising; name mentions year the buyer’s regularly 
scheduled radio advertising; name mentions year the buyer’s regularly 
scheduled television advertising; and further provided that the buyer may 
also support the above specified means promotion the use large window 
signs, special point sale tags and signs, inside store displays, special enlarged 
displays, wire hangers, special parking lot banners. 


PAYMENT FOR SERVICES 


The payment the allowance shall figured the rate $0.001 per unit 
the buyer’s purchases. unit will figured the following equivalents: 


Milk and byproducis 


Units Units 


Payment shall made the end each month for the services rendered, 
and shall made proportionate basis buyer does not perform full 
the terms this agreement (841). 


additional source chainstore revenue from Adams has been 
the payment Adams for advertisements excess the minimum 
listings previously referred to. For this, the more expensive national 
line rate was paid Adams the chains for this local advertising. 
There follows memorandum from the Safeway legal department 


explaining the two agreements. 
1957. 
To: Bernal Dobell, Fred Rowland, Hogan. 
For: Israel. 
From: Howard Harpham, legal department. 
Subject: Adams Dairy Co. (your memorandum April 1957). 

understand your question, whether you may lawfully collect allow- 
ances under both Adams’ current agreements. all Adams’ competing 
customers are afforded opportunity qualify for the same payments for the 
same services, think you may. 

The first agreement offered Adams, which was effect for the period 
August 1954, August 1955, required one-line listings per year return 
for which one-tenth cent per unit was paid. This agreement was approved Mr. 
Dobell July 22, 1954. letter dated July 19, 1956, this agreement was ex- 
tended August 1957. assume was also extended August 1956, 
upon its expiration 1955. This agreement represented openly 
available any and all the sellers’ customers proportionately equal 
terms. 
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The second agreement offered Adams was short-term agreement com- 
mencing October 15, 1956, and expiring, January 26, 1957. According the 
Adams Dairy Co. letter October 11, 1956, the purpose this agreement was 
induce additional advertising, assume over and above the one-line listings 
provided for the first agreement. The offer was pay the national line rate 
able any ourcustomers was approved November 12, 
1956. letter dated February 26, 1957, this agreement was extended May 25, 
1957. 

From the foregoing conclude that you may continue accept one-tenth 
cent per unit return for one-line listings per year under the first agreement 
and the national line rate for all advertising over and above one-line listings 
under the second agreement, provided both agreements are fact, they are 
represented be, offered Adams Dairy Co., all its competing customers, 

can further service please advise (753). 

Preference given Adams display and promotions.—By affidavit 
Missouri and testimony before the complaining 
dairymen asserted that the chainstores gave Adams preference 
space and declined permission for the local dairies meet the Adams 
promotions. Subsequent testimony the Messrs. Adams and the 
introduction documents obtained from the Adams companies and 
from the chainstores established that the preference complained 
was conscious policy effectuated Adams and the chains. When 
chainstore was lax giving such preference Adams vigorously com- 
plained. 

The series letters from Paul Dietrich, Kroger merchandiser 
Carbondale, also eloquent regard this preference. 
letter Kroger retailers January 31, 1958, Mr. Dietrich referred 
6-week Adams promotion and Kroger commitment cooperate. 


This means— 
said— 


that will only use Adams window signs advertising milk, and Adams display 
material our dairy case. 

most instances, competitive milk has met our promotions, and they have 
offered you both window signs and display material used the dairy case. 
During the weeks Adams promotions, are only use the Adams display 
material and not any the competitive milk display material. Every store 
must have Adams milk window sign and display material the dairy case 
(200). 


Senator Kefauver pointed out that the Adams giveaway promotions 
were scheduled agreement with the chains for months advance 
specific retail outlets and that local dairymen frequently were not 
permitted meet these promotions. Mr. Adams, junior, commented: 


time. 

Now they have been there for some years before and have never offered 
them promotion and came along and offer them one, why should the store 
let them come and promote the particular day came into town (199)? 


When Senator Kefauver asked was part the Adams under- 
standing agreement with the stores that some cases Adams would 
have the exclusive promotion, the following exchange took place: 


Mr. Apams, Jr. not always get done but try hard possible. 
try get that understanding because you cannot have promotions store 
day because there would conflict 

Senator other words, say you are going into town for weeks’ 
promotion plan, you try get understanding that the people who are there 
and already selling would not able have promotions during the time that 
you are having them. 

Mr. Jr. not want them ride our coattails (200). 
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The minutes meeting the board directors Adams Dairy, 
Inc., were cited show the vigorious action taken Adams when 
Kroger deviated from its policy giving preference Adams and 
instead moved install rival milk. The excerpt indicated 
that result dis cussions with Kroger— 


competition has been effectively cut down the city stores after our case was 
effectively made clear management. 


The excerpt from the minutes follows: 


The first order business taken was the Kroger situation, which has resulted 
from seeming change policy distribution milk. Mr. Adams reported 
that the Kroger Co, had been appraised our concern that the question com- 
petitive space had resolved immediately. Kroger officials then reviewed 
their relations with Adams Dairy and the resulting action taken would strongly 
indicate that the use two milks will curtailed because the economies and 
service offered Adams. 

Mr. Adams, Jr., gave report September 17, 1956, the directors’ meet- 
ing that the move put executive milk Kroger stores has been reversed. 

Competition has been effectively cut down the city stores after our case was 
effectively made clear management (226). 


ADAMS ENTRY INTO NEW MARKETS 


Entry Adams into Columbia, Mo., January 1955 


the various communities where Adams milk was introduced, 
fact patterns took shape which had marked similarities. There were 
local variations, but among the consistent characteristics were the 
expulsion local supplier from one more the chains just before 
Adams entered, the introductory promotion through which milk and 
milk products were given away, reduction display space for the 
dairies competing with Adams, and drive imposea substantial 
differential between the price home delivered milk and milk sold 
the chainstores. the hearings, the testimony and the documents 
obtained from the chains and from the Adams companies amply 
illustrated these characteristics which marked the Adams entry into 
Columbia, Mo. 

Columbia city 45,000 population, located the center 
Missouri, approximately 125 miles from both St. Louis and Kansas 
City. Roy Sappington, years old, witness, president Central 
Dairy Co. and has been the milk business throughout his entire 
business career. Central operates within 50-mile radius Columbia, 
purchasing and processing raw milk and selling wholesale stores and 
retail home delivery. Central has annual gross business 
$500,000 and employs persons. Approximately years ago its 
business was percent wholesale and percent home delivery. 
Now, Mr. Sappington testified, the business percent wholesale 
and percent home delivery, with the retail business decreasing each 
week (4). Under questioning Senator Dirksen, Mr. Sappington 
confirmed that the decline home delivery sales was one (5). 

Until the beginning 1955, Central sold large volume the 
Columbia supermarkets P., Kroger, and Safeway, each 
these chains having one outlet that community. the end 
1954, Central was selling approximately $3,000 milk monthly 
Safeway and $1,000 each and Kroger. 


addition Central, the chainstores were supplied other 
local dairies, Dairy and Grassland Dairy, all them provid- 
ing milk all chainstores. December 16, 1954, Safeway 
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Stores, Inc., notified Central cease delivery Safeway Columbia 
December The letter made reference earlier communica- 
tion September 1954, and noted: 

have since been carefully studying the distribution milk Columbia, 
Mo. have come the conclusion that some changes are necessary (6). 
The September letter manifested quite bluntly Safeway’s insistence 
substantial differential between home delivery and retail store 
prices. Isaak, Safeway zone supply manager, wrote: 

survey just completed Columbia, found the pricing structure does 
not comply with our policy. believe you will agree that cent per quart 
gross profit not reasonable profit retail. also feel that differential 
cent between the home-delivery price and cash-and-carry price does not 
reflect the actual cost saving. believe the consumer entitled the full 
amount the saving. Our experience indicates that there much greater 
saving than cent per quart between home delivery and cash and carry. 

believe action your part necessary and will await your comments 

Testifying March 1958, Mr. Sappington said that Central 
had not been restored Safeway. May 1956, almost year and 
half after Adams entered Columbia, dropped Central 
supplier but restored that dairy month later dropped 
P., has not been restored. 

Central’s pricing structure the time the Adams entry was 
cents half gallon stores and cents for home delivery. 
that time the chainstores were selling Central milk about 
cents half gallon, markup cents. Mr. Sappington testified 
that chainstores sold Adams milk cents half gallon upon its 
introduction (8), 

Adams did not immediately undertake giveaway program. Later 
Adams would attach 5-cent coupons Central tried 
compete first with coupons fastened the carton and others made 
part newspaper advertisements. Kroger and permitted 
Central meet Adams this way and thus the consumer was paying 
cents half gallon when coupons were made available. 

Questioned costs, Mr. Sappington said that had voluntarily 
paid the St. Louis marketing price for raw milk (3). The cost 
the milk purchased from the farmer ranged from cents 
half gallon. Pasteurizing, processing, and carton cost cents. Dis- 
tribution and delivery cost cents. Administrative costs were 
cents. Thus, total costs were cents 

Mr. Sappington testified that Adams used the 5-cent coupon period- 
ically over period several months. Central decided could not 
maintain the struggle and discontinued the use coupons (10). 
When the price had become stabilized about cents cents 
retail approximately May 1956, Mr. Sappington testified that 
was visited Gale Moore, representative the National Dairy 
Products Co., who, said, wanted Central become Sealtest 
distributor and discontinue selling under its own brand name. 
added: refused the proposition and told the time 
would sorry entered Columbia, operating home 
delivery routes and selling independent stores. about this 
time Tastemark Milk, brand the Foremost Dairy, from Kansas 
City, also began sold independent stores, with home deliv- 
ery. Following the entry the nationally marketed milks, the 
price dropped rapidly Columbia and late May 1956, the chains 
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advertised milk price half gallons for cents, equivalent 
15% cents half gallon. same time, Mr. Sappington testified, 
milk was selling Kansas City, the distribution point 125 miles 
distant, cents half gallon (12). 

Meanwhile, Central’s volume sales was falling, as, Mr. Sappington 
testified, could not meet the for cents price for half gallons. 
said that the lowest price which offered milk stores was 
cents. 

mid-July 1956, conferences took place between attorneys for 
local dairies and the Adams Dairy Co. What transpired those 
conferences was disputed the hearings, but subsequently higher 
differential between home delivery and retail store prices has been 
maintained and the milk price situation Columbia was stabilized. 

Fred Lambert, Columbia attorney, testified under oath the 
hearing March said that July 1956 was representing 
both the Central and Hillcrest dairies. about the middle the 
month, testified, received telephone call from another Columbia 
attorney named Ray Lewis, who represented himself friend 
Howard Adams, son Adams, and officer Adams Dairy 
Co. Mr. Lambert quoted Mr. Lewis saying that Howard Adams 
wanted know Mr. Lambert’s clients “really wanted stop the 
price Mr. Lambert said replied the affirmative, and 
continued 

Well, Mr. Adams had indicated him that were willing establish 
spread cents between the home delivered price milk and the price which 
the Adams milk could purchased the chainstores that thought the price 
war would come end (13). 

Mr. Lambert testified that after consulting his clients, telephoned 
Mr. Lewis and asked what the store price would become they accepted 
the proposal. Whereas the price had been cents the time the 
discussions, Mr. Lambert testified: 

Through subsequent conservations, was established that they had mind 
store price cents retail. clients, having the feeling that they were losing 
money and was necessary for them buy peace, accepted the proposal (13). 

According Mr. Lambert, the conversation took place the latter 
part the week mid-July 1956, and said was agreed that 
the following Monday prices would adjusted cents half 
gallon out retail stores and cents for home delivery. testified 
that the price schedule actually went into effect scheduled (14). 

colloquy between the committee counsel, Mr. Dixon, and Mr. 
Lambert elicited statement the witness that the differential was 
maintained thereafter, except for occasional offer Adams 
5-cent 10-cent coupons the chainstores weekends. Mr. 
Sappington testified that the differential was too high, and that was 
partially responsible for some his loss sales. Left himself, 
said, would have kept force the old differential cents 
half gallon (14). 

the hearing, Mr. Lambert presented affidavit showing com- 
parative advertised milk prices for the period May July 13, 1956, 
Columbia and Kansas City. tabular form, the affidavit sets 
forth the date, name newspaper, brand name milk advertised, 
advertiser, and price. Thus, May 17, 1956, Columbia, Safeway, 
Adams, and advertised Adams milk cents, whereas 
May 21, Kroger Kansas City advertised the same milk cents. 
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May 31, Columbia, P., Kroger, and Safeway advertised 
half gallons for cents, and June Kansas City, and 
other supermarkets advertised Adams milk centsa half gallon (15). 

Mr. Sappington and other local dairy witnesses the hearings are 
members the Independent Milk Processors Missouri, formed 
1957, which sponsored legislation which would have 
sale milk below cost unless the same price was offered everywhere. 
Both houses the Missouri Legislature approved the bill but was 
vetoed the Governor. 

Questioned committee members why had entered into 
the agreement for the higher home delivery differential behalf 
his Mr. Lambert said felt was coerced (20). His client, 
Mr. Sappington, was questioned the chairman: 

Senator Mr. Sappington, what would have happened you you 
hadn’t yielded the pressure about this 5-cent differential? 

Mr. think would already have been out business (25). 

Mr. Sappington testified that because Central still selling milk 
and Kroger, and Columbia has had marked increase 
population, the volume his business had not suffered greatly, 
although was down $40,000 $50,000 year (20). testified 
that Central made profit for several years and lost $20,000. 
1957 (23). Pressure such that exerted out town dairies 
Columbia, said, accelerated existing trend forcing the house- 
wife the store buy milk (24). 

Discussing the space situation after the Adams’ entry, Mr. Sapping- 
ton said that Adams was given the most prominent position (25). 
the store, said, Adams has four times much space 
Central (26). 

Mr. Dixon, committee counsel, closely questioned Mr. Sappington 
whether Adams had met competition price. replied: 

satisfied that they came into our town and cut the price. They didn’t 
meet anyone. 

Questioned further, added: 

They absolutely sold below anyone else (26). 

Mr. Sappington touched upon the sensational price war Mexico, 
Mo., which erupted early February 1958. testified that after 
Adams had entered that community 12,000 population the price 
dropped net cents half gallon. This meant, said, that 
the wholesale price was cents. was mention housewife 
who bought 100 gallons milk place freezer and another 
customer who bought the 8-cent milk because was cheaper than 
conventional dog food 

Among the effects which Mr. Sappington cited were the departure 
some farmers from milk production and the lessening revenue 
for those who remained, because with the loss their 
local dairies the same milk when used for milk products 
lower price. 

letter from Adams Stern Kroger, dated December 
21, 1954, indicates the top-level decision that was made introduce 
Adams into Columbia, and demonstrates who was that brought 
about milk price reduction that community. The letter, and 
attached price list, follow (114): 
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1954. 
Mr. 
The Kroger Co., 
St. Louis, Mo. 


Dear Mr. Stern: The Adams Dairy Co., Blue Springs, position 
supply your retail stores Columbia with Adams milk and byproducts the 
prices listed the attached pricelist sheet. 

will also meet local competitive prices that prevail upset disturbed 
local situation. 

With your approval, wili able start daily deliveries January 1955. 
understanding the prices that now prevail out the stores Columbia 
cents quart and cents half gallon; and home delivery cents and 
cents. not have further local prices just this time. 

would appreciate hearing from you your earliest convenience. 

Sincerely yours, 
Apams Co., 


Adams Dairy Co. pricelist for Columbia, Mo., stores 
Store costs 


When Howard Adams testified, commented the statement 
Mr. Lambert that the milk price war Columbia had ended when 
the local dairies agreed high differential between home delivery 
and retail sales. May 1956, said, had been distressed 
newspaper reports that representatives Central and Hillcrest had 
protested the Senate Antitrust Subcommittee that Adams had 
up” the market Columbia. said that talked Mr. Lewis, 
saying that Adams was more less victim Columbia ‘‘and that 
wanted any charges that were perpetrating continuing any 
quently said, Mr. Lewis reported him that people Columbia 
were being told that Adams was attempting destroy the local dairies. 
Mr. Adams intimated that Ses altest, selling cents Kansas City, 
was delivering homes Columbia cents. continued: 

Mr. Lewis called back and can’t recall the details, but said that Mr. Lam- 
bert, someone—maybe Mr. said thought could get 


prices and would along with price change. told Mr. Lewis the time 
that this was ridiculous. They Washington week and charge with 
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predatory price practices, and then they come back weeks and invite 
enter into price-fixing deal the way (144). 


Mr. Adams resumed: 


did make this clear, that would competitive with the national dairies 
that had moved into this market since dealt with them many other markets, 
Kansas City. That has been our policy. have tried that 
and hope can continue (144). 

Subsequently Mr. Adams challenged Mr. Sappington’s statement 
that the differential has been maintained since the alleged agreement, 
with price cents persisting except for occasional coupon pro- 
motions Adams the chain stores. said that wanted 
document this for the record, but the case number other 
offers supply documentation made the Messrs. Adams, nothing 
was received the subcommittee. 

Pressed Senator Kefauver, Mr. Adams said that regarded 
Mr. Lewis his attorney. did not feel that Sealtest had right 
sell Columbia home delivery for cents less than Kansas 
City. whether Adams wanted 5-cent home delivery differential 
Columbia, said: 

Oh, well, always want much spread can get 


Mr. Sappington was recalled witness March subsequent 
the testimony the Messrs. Adams. reaffirmed that prior 
the entry Adams into Columbia the price customers out 
retail stores was cents half gallon, that the retail price Adams 
milk was cents less promotions and coupons, and May 1956 
reached point two half gallons for cents. the time 
the hearings, the price Adams milk was cents retail. Mr. 
Sappington said that the time the Adams national 
dairy was the Columbia market and none entered until year and 
one-half later (252). 

Entry Adams into Jefferson City, Mo., December 1956 

The Adams invasion Jefferson City was characterized reduc- 
tion the display space made available chainstores local com- 
petitors, reduction milk, and alleged sug- 
gestion that prices would stabilize the local dairies imposed five- 
cent home-delivery differential. 

Louis Landwehr, partner Landwehr Dairy, Jefferson City, 
testified March Jefferson City, the capital Missouri, lo- 
the central part the State, miles south Columbia and 
miles distant from Kansas City. The Landwehr Dairy, with 
employees, sells wholesale stores and operates home-delivery 
routes. the St. Louis marketing area. The dairy has break- 
even point, Mr. Landwehr testified, cents for half gallon 
milk. Among the customers are the Kroger, Safeway, and 
stores Jefferson City. Prior the entry Adams December 
1956, three local dairies and the Foremost Dairy’s Tastemark brand 
shared the market. that time, said sold milk 
half gallon stores, which retailed cents. His home-delivery 
price was cents for half gallon, but also delivered gallon jug 
cents. 

With the entry Adams, the retail price chainstores was 
cents. testified that other dairy had been selling stores 
price which would justify retailing cents (46). 
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Mr. Landwehr testified that his dairy’s display space was cut 
percent with the Adams entry. Adams initiated the gift quart 
milk with the purchase half gallon cents time when 
Mr. Landwehr said was paying cents half gallon for raw 
milk. 

Adams promotion was devoted the free quart for weeks 
and, periodically, quart chocolate milk quantity cheese was 
given with the purchase half gallon weekend specials. The 
39-cent retail price was maintained, said, December 1957, when 
dropped cents for half gallon. Mr. Landwehr refused 
meet this reduction and, although continued selling independent 
stores, the volume the chains was cut percent. Subsequent 
December 1957, said, there were several price changes, with the 
price finally stabilizing cents for both Adams and Landwehr (49). 

testified that February 1957 attempted speak tele- 
phone with one the Messrs. Adams Blue Springs and was told 
that “Mr. would talk with bim. testified that that 
conversation told Mr. Frye that Jefferson City dairymen were 
unhappy and wanted standard price. quoted Mr. Frye 
saying that Springfield milk was selling for cents out retail 
stores and cents home delivery. Mr. Frye did not tell him that 
Adams demanded the 5-cent differential, said: 

But, being the business long have been, intimated, me, that, 
would get our retail prices over the store prices, well, maybe this price war would 
level off (50). 

Mr. Landwehr testified that there 3-cent differential home 
delivery his operation (50). 

Discussing the effect the price war, Mr. Landwehr said that, 
whereas the dairy had made $18,000 1956, its 1957 profits were 
$8,000. 

testified that. had refused impose the 5-cent differential 
because would have hurt his home-delivery sales (52). 

Chainstores had permitted Landwehr meet the Adams giveaway 
1956, but, when Kroger opened new store 1957, 
offer meet the Adams promotion was not approved (54). 

When Mr. Frye testified subsequently, said had explained 
Mr. Landwehr that was not familiar with Jefferson City prices 
because had been absent for several months Springfield; that 
Mr. Landwehr asked him what the Springfield prices were; that 
gave him this information without thought suggesting that these 
should the Jefferson City prices (246). 

When Mr. Landwehr was recalled March testified that, 
prior the Adams entry, the retail price customers out the store 
was cents for half gallon milk; that Adams milk was sold 
retail cents half gallon upon introduction; and that this the 
current price. one time, Mr. Landwehr said, Adams milk was 
sold Jefferson City cents half gallon retail (256). 


Entry Adams into Cape Girardeau, Mo., May 1957 

Adams Dairy, Inc., St. Louis, invaded that area the spring 
The entry was accompanied the expulsion local dairymen 
from chainstores, pressure exerted increase the differential between 
home-delivery and retail-store prices, suggestions Adams 


representative which were construed threats drastic price war 
the local dairymen, and price reductions through giveaway 
promotions. 

Blattner, Jr., partner and manager Farms 
Dairy Co., Cape Girardeau, Mo., testified March the impact 
Adams ‘competition the business his dairy. Cape Girardeau 
city approximately 22,000 population. Sunnyhill operates 
within radius miles, there being approximately 50,000 the 
trading area. Sunnyhill retail home delivery routes, and sells 
wholesale stores, grossing approximately $550, 000 annually. 
Traditionally, has sold Kroger and Cape Girardeau, 
there being Safeway outlet that community. Competing 
dairies were Sealiest, Midwest subsidiary City Ice Commercial 
Fuel Corp., Chicago), Pevely St. Louis, Aro St. Louis, and 
Schonhof, local processor. 

Mr. Blattner testified that, prior May 1957, sold milk 
stores cents half gallon, that the store retail price was cents, 
and his home delivery price was cents. 

May 1957, Kroger notified him cease delivery its Cape 
Girardeau store May Sunnyhill continued serve 

Kroger stores, Mr. Blatiner testified that the retail price remained 
cents half gallon but quart milk was given free with each 
half-gallon purchase. testified that sought permission meet 
this promotion and, after approval had been given the store man- 
ager, Russ Richards, was withdrawn. continued: 

Before got that procedure completed, was informed the representative 
Adams Dairy that couldn’t that; that they had 6-week merchandising 
contract with that prohibited any other milk merchandising the same 
time that they were (57). 

Mr. Blattner said that the free-quart promotion continued for 
approximately days, and Sunnyhill’s volume that store dropped 
approximately percent. 

Immediately afterward, said, box cheese retailing approx- 
imately cents was given away with half-gallon purchase milk 
and, following that, can biscuits was given with the purchase 
Adams milk. Thereafter, with half-gallon purchase, quarts 
Adams buttermilk could purchased for cents. 

Meanwhile, Sunnyhill was not permitted meet the promotions 
the store, Mr. Blattner testified, and other dairies serving 
Kroger likewise were prevented from meeting the promotional give- 
aways that store. exception was the permission given him 
insert 5-cent coupon newspaper advertisement “which could 
used toward the purchase half gallon Sunnyhill milk. 
added: 

The next day, the following day after our coupon’s appearance the paper, 


the price Adams milk dropped from cents half gallon cents half 
gallon, retail (58). 


This reduced price, said, was force for week and, continued: 


The Adams representative told sales manager that this coupon repre- 
sented the price cut, and, lieu the conversation that they had the week 
previous, were told not try meet cut these prices (58). 

The promotions the chainstores were having their effect 
reduced home delivery. Sunnyhill met the situation reducing 
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charges home delivery percent when Adams promotion 
was effect. 

The effect the competition Sunnyhill was reflected the fact 
that, whereas the dairy made profit $42,000 1956, its profits 
from May through November 1957 were only. $3,000, despite the 
fact that the partners took salaries. 

Mr. Blattner testified that August 1957 was again permitted 
serve the Kroger store, although his space was cut percent. 
from its former allotment. had reduced his space 
percent make room for Adams May 1957. 

Mr. Blattner testified conversation between sales 
manager, Norman Thielking, and Samuel Scott, representative 
Adams Dairy. affidavit from Mr. Thielking was made part 
the hearing record (280). According Mr. Blattner, Mr. Scott, 
the day that Adams entered Cape Girardeau— 
indicated that they guaranteed the merchant 3-cent half gallon margin, which 
would have automatically our mind set the wholesale price cents rather 
than 35. asked him then that was his price. said sales 
manager asked him. said, don’t try beat this price meet this 
price because have the authority down low cents half gallon 
milk. the authority right here (57).” 

When Mr. Scott testified March was questioned about 
Mr. Blattner’s testimony and Mr. Thielking’s affidavit. effect, 
said that the words attributed him were substantially correct 
but that had authority reduce price; his object was prevent 
Sunnyhill from underselling Adams meeting its promotion. 
continued: 

have authority cut price any time, and, remember, was not under 
oath when told this man that indicated him that did. our job 


stop keep him from starting price war. Now, bluff worked that 
man and kept him from underselling cutting that price, did job (250). 


When Mr. Scott was questioned about the home-delivery differen- 
tial, the following colloquy took place: 


Senator Kerauver. How about this suggestion that get his home-delivery 
price higher? 

Mr. Senator, have never any time suggested anybody that they 
should raise their home-delivery price. have formed and given opinion that 
think home-delivery prices are too low, because, that housewife wants that 
milk delivered her door, not penalty that price charged higher her. 

she wants service, she must pay for it. she willing down the 
grocery store and carry out, she should show saving. 

Senator You mean you are all favor the housewife paying 
more than she was paying get her milk delivered? 

Mr. Scorr. would like see quarter more, and would sell more milk 
out the store (250). 


letter from Adams, Jr., behalf Adams Dairy, Inc., 
dated March 20, 1957, and addressed Paul Dietrich, the Kroger 
Co. Carbondale, announced Adams’ readiness move into 
the boot heel and pointed spread only cents between the 
retail price cents and the home-delivery price cents half 
gallon. Mr. Adams commented: feel this too close spread 


would start out doubt giving half gallon free with each half gallon 
sold, and then follow with other promotions stimulate store sales. 
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The text the letter follows: 


appreciated very much the time and courtesy you extended last Thursday 
while visiting your office. 

pointed out you, have been watching the milk market Cape 
Girardeau and notice the price cents per half gallon out the store and 
the price home delivery cents. feel this too close spread en- 
courage store sales. 

are now position move into that area the very near future. 
feel that our type promotion and the fact that our only interest store 
sales and not have home delivery, shall thinking only the store’s 
interest. 

will take close cooperation get the volume that shall need properly 
service the area. would like start out with the towns Cape Girardeau, 
Jackson, and Perryville. soon are established, shall interested 
moving into other areas your division. 

would start out doubt giving half gallon free with each half gallon 
sold, and then follow with other promotions stimulate store sales. are 
position quote you the following prices: 


Cents Cents 
Homogenized, Country Maid cottage cheese, 16- 
Homogenized, half ounce (large and small curd) 22% 
Vita Vim, half Nonfat cheese, 
Half and half, |Country Maid cottage cheese, 
Single cream, half pound (large and small 


Mr. Ted Westmeyer, who has been our distributor the Farmington area 
for quite some time, now position move into the area once. Any 
consideration you will able give this matter will greatly appreciated. 

Sincerely yours, 

Mr. Blattner, recalled the stand March reaffirmed that the 
retail price out the stores customers prior the entry Adams 
into Cape Girardeau had been cents per half gallon milk, that 
with the arrival Adams the price continued cents but the 
Adams promotional giveaways were force. one time, milk fell 
cents for half gallon, and the price the time the hearings 
was cents (257). 

Entry Adams into Poplar Bluff, Mo., May 1957 

the spring 1957, Adams Dairy, Inc., invaded number 
communities southeastern Missouri. The invasion was character- 
ized promotional giveaways, price reductions, curtailment space 
local dairies and drive increase the differential between home 
delivery and retail-store prices. 

Hal Blakeney, partner Blakeney Dairy, testified the 
happenings Poplar Bluff, community 15,000, approximately 
150 miles from St. Louis, the hearing March The dairy had 
voluntarily been buying milk the Memphis and Little Rock market 
price. grossed approximately $250,000 annually and operated 
25- 50-mile radius from Poplar Bluff. The national chains 
Poplar Bluff are and Kroger. 

May 1957, Adams entered the Kroger store and May 
began selling Local dairies had been selling milk 
cents half gallon wholesale stores but May Kroger offered 
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milk cents half gallon retail. Mr. Blakeney quoted inde- 
pendent-store managers reporting Adams representatives saying 
that 4-cent profit was the retailers. Neither 
nor Kroger expelled Blakeney but testified that lost much 
business. Whereas his space was not cut the Kroger store, 
reduced his space percent, said. addition, said, 
the management was antagonistic and would not refill his 
space (33). 

Blakeney Dairy operated two retail routes, maintaining differ- 
ential cent half gallon for milk paper containers and cents 
milk delivered gallon jug. told the committee that 
regarded glass cheaper for small operation home delivery 
where return the container assured. Although gallon jug 
costs cents, testified that had replaced only order such 
jugs years. the other hand, paper used half gallons costs 
cents for gallon milk (34). Poplar Bluff, Mr. Blakeney said, 
had never had large differential home delivery because, said: 

can’t see any justification it, because get the difference between whole- 
sale and retail for our trouble making home delivery (35). 

Upon arrival Poplar Bluff, said, Adams began sell 
price which enabled 39-cent retail out the store, which was soon 
reduced cents, with quart milk free. This continued for 
weeks and the third week quart buttermilk was given free (35). 

Asked whether any dairy was selling price which enabled 
retailing cents, Mr. Blakeney replied that dairy which 
had permit did and Adams could not meeting competitor’s 
price (35-36). Blakeney Dairy was refused permission Kroger 
meet the Adams’ promotion, the witness testified, and 
allowed him meet the promotion, the store manager said 
wanted record the transaction, Mr. Blakeney said (36). 

Mr. Blakeney quoted Claude Jones, manager the store, 
telling him, “If could get the price milk our retail routes 
cents gallon over the store price thought the situation would 
corrected.”” This intimation, Mr. Blakeney said came from the 
Adams distributor (36). 

Mr. Blakeney said did not comply with the suggestion. The 
price finally went July 1957, and remained high except 
affected coupon sales and numerous offers Adams milk three 
half-gallons for $1, which Blakeney Dairy sometimes met. Con- 
sistently, maintained home-delivery differential cent. 
testified that his overall sales and home delivery have both increased 
slightly. 

Evidence was offered the harmful effect producers. Because 
competition, Mr. Blakeney asked producers share part the 
cost meeting the lower prices. They agreed and they shifted their 
arrangement the St. Louis blend price. explained that the area 
not covered marketing order (38). 

Detailing the financial effects competition with Adams, Mr. 
Blakeney said that whereas his costs had been reduced $1,000, 
overall sales were $21,000 less 1957 than 1956, although the 
latter year 100,000 pounds additional milk were sold (39). 
estimated that his profit $20,000 has been cut half. 

Mr. Blakeney quoted Mr. Jones, the manager, telling 
him that Mr. Blakeney was considered competitor because his 
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home delivery differential. However, had the higher differ- 
ential been imposed would have lost percent his home 
delivery market days, said. 

Ultimately, testified, had restored the space taken from 
him and his volume tripled. 

Blakeney Dairy meets the Adams prices and the Adams giveaway 
programs have been discontinued, the witness testified (41). 

Mr. Blakeney was recalled March following the testimony 
the Messrs. Adams. that the retail price out 
stores Poplar Bluff had been cents for half-gallon the time 
the Adams entry, that Adams milk was sold out stores 
cents cents, and that the time the hearings the price 
milk customers out the stores was cents (253-254). 


Entry Adams into Sikeston, Mo., May 1957 


Sikeston, Mo., community 14,000 the so-called Boot- 
Heel area the southeastern corner the State, approximately 
miles west Cairo. Standley, the president Reiss Dairy, 
who testified May told reduced price, the withdrawal the 
permit originally granted Adams, suggestion Adams repre- 
sentative that intervene have store customer increase his 
price, Adams promotional offers, refusal chain stores permit him 
meet Adams promotions and sharp drop volume his dairy’s 
sales chain stores Sikeston 

Reiss Dairy had gross business $1,350,000 1956 and approxi- 
mately $1,250,000 1957, selling wholesale stores and delivering 
homes. operates within radius miles. the spring 
1957, was serving and Kroger Sikeston and has con- 
tinued so. There Safeway outlet Sikeston. When 
Adams entered Sikeston May Reiss was delivering homes 
cents half gallon. Kroger May began retailing Adams milk 
cents half gallon and few days later the outlet began 
retailing Adams miik cents. quart milk was given with 
each half gallon milk. Mr. Standley testified that met the 
Adams price selling stores cents, reduction from his 
former price cents. 

asserted that 35-cent price had previously been offered 
Reiss its competitors, Sealtest, Midwest, Pevely. Mr. Standley 
said was his understanding that the 35-cent price was established 
Adams. 

When the Adams permit was restored October 1957, the price 
stores became cents and the price out stores was and cents 
half gallon. 

Mr. Standley testified that May 1957, Samuel Scott, repre- 
sentative Adams, spoke him the telephone. continued: 

independent, the name Walker’s Grocery advertised milk, our milk, 
Reiss milk cents, which was exactly what was costing him. advertised 
the paper. And Mr. Scott asked get Mr. Walker off that price (65). 

Mr. Standley said could not interfere and the next day Adams 
price dropped cents for the weekend, Reiss met (65). 

When Adams returned Sikeston October 1957, coupons were 
inserted newspaper advertisements which were good for cent 
credit half gallon Adams milk, and addition coupons some- 
times were attached Adams cartons, with 5-cent value, thus 
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giving 15-cent reduction half gallon. this time Mr. Standley 
testified, half gallon milk cost Reiss cents. 

Following the return Adams Sikeston October, Kroger and 
would not permit Reiss meet the Adams promotions, Mr. 
Standley testified. the Kroger store the Reiss space was reduced 
approximately one-half (66). 

The effect Adams competition manifested itself the Reiss 
volume the chain stores. Whereas the store the volume 
had been $454 week, fell $150, and the Kroger volume $309 
fell $100. Mr. Standley estimated that although Adams was out 
Sikeston for much 1957 the Reiss profit fell percent that 
year. The dairy made $47,000 net 1956 and $34,000 1957. 

When Samuel Scott, the Adams representative, testified March 
was questioned about the conversation with Mr. Standley. 
said that when Mr. Standley had assured him that the store was selling 
the wholesale price asked whether Mr. Standley could induce 
him change because the Adams customers felt that Walker was 
getting discount and pressure was being exerted Adams cut the 
price meet the Walker price. 


Entry Adams into Salem, July 1957 


Adams Dairy, Inc., St. Louis, extended its operations into 
The committee May heard testimony from Earl Robison, owner 
Salem Sanitary Dairy, Salem, Ill. Mr. Robison said that com- 
petition had reduced his operations the point where dealt with 
friends and relatives, but other local dairies the area “are afraid 
testify against these chainstores, because lot their business 
depends the (72). 

Mr. Robinson’s operation entirely glass. employs six 
persons. has retail store his plant, selling quarts milk 
metal carrier cents gallon. The dairy sells wholesale 
stores cents quart. Home delivered quarts cost cents, 
which the price which his independent store customers retail. 

Adams entered Salem with price cents. The promotions 
involved give free quarts milk, cottage cheese, other offers. 

Mr. Robison said was his impression that Adams’ competitors 
were not permitted meet the Adams promotions the Kroger 
store (71). the effect the promotions said: 

But all these giveaway programs practically took all retail business, 
find myself the ice cream business instead the milk. decreased our retail 
route percent. The only people have left firends and relatives. 
don’t have many friends, according that (71). 

Asked whether Adams had met price had established lower 
price, Mr. Robison testified: 

The paper carton was selling for cents the chainstores. They immediately 
reduced cents retail, with giveaway gimmick besides that (73). 

Meanwhile, Mr. Robison said Adams milk was selling its dis- 
tribution point St. Louis, miles distant, cents (73). The 
Sikeston price, with coupons sometimes having value cents, 
was cents less cents, for net cents (74). 


Entry Adams into Paducah, Ky., December 1957 
Adams entered Paducah, Ky., ber 1957, and letter from 


Adams, Jr., Paul Dietrich Kroger Carbondale, 
dated December 16, 1957, summarizes the Adams methods and results. 
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Just note let you know our first weekend Paducah, Ky. 

Store, Cardinal Point, half gallons sold, 1,320, buttermilk, 432 sold; Broadway 
store, half gallons 1,020 sold, buttermilk, 516 sold; Metropolis, half gallons 
and buttermilk sold 456; Anna, half gallons 732, and buttermilk 

The above figures indicate very good reception and the store man- 
agers were very well informed our operation and were most erative. 

also thought you might interested knowing that Sikeston sold 900 
quarts buttermilk during the past weekend. 

This new group stores not understand the credit slips the coupons 
and they are sending them your office. thought you might want send 
them letter notifying them our credit-slip arrangement. 

understand store competition was selling milk out the store for cents 
per half gallon. met this, this weekend, and still gave the the 
10-cent coupon. also have credit the store the difference between cents 
and cents retail that you have set for the store, which was cents per 
half gallon. 

Effective Tuesday, December 17, are lowering our wholesale price from 
cents cents per half gallon order meet this situation; also our Vita 
Vim, half gallon, will lowered from cents cents until this situation 
straightens out. 

their own milk stores for cents per quart. Thursday, Decem- 
ber 19, are reducing our wholesale price cents per half gallon meet 
this situation, and our Vita Vim will cents per half gallon. 

realize these price changes get somewhat complicated, but feel will 
necessary for while, until these areas straighten out. 

Many thanks for your fine cooperation (113). 


Entry Adams into Benton, area, February 26, 1958 


Only week before the beginning the hearings Adams Dairy, 
Inc., moved into five communities, February 26, 1958. 
letter from Adams, Jr., concisely summarizes the promotional 
plan, running from February through April which involved 
10-cent coupons, half gallons for dollar, 5-cent coupons and reduced 
prices cream. The letter follows: 

Darry, INc., 
St. Louis, Mo., February 12, 1958. 
Mr. 
The Kroger Co., 
Carbondale, 

Dear Mr. The following are the towns are serving starting 
Wednesday, February 26, 1958: (240) Benton, (237) Johnson City, 
(175) Royalton, (255) Frankfort, (263) Marion, 

have planned promotions for the weeks follows: 

February 27, 28, March 10-cent coupon paper, new area. 

March 5-cent coupon milk, new area; March 19-cent 
flavor cheese, cost cents, all over.* 

March 13, 14, 15: 5-cent coupon milk, new area; March 13, 14, 15: 
pounds cheese cents, cost cents, all over. 

March 20, 21, 22: Vita Vim, for $1, cost cents, all over. 

March 27, 28, 29: 5-cent coupon milk, new area; March 27, 28, 29: 
Half and half, pint, cents, cost cents, all over. 

April 5-cent coupon milk, new area; April Double cream, 
one-half pint cents, cost cents, all over. 

Sincerely yours, 
Jr. 


*All over indicates the towns of: Quoin, Carbondale, Murphysboro, Carterville, Herrin, Chester, 
Sparta, and Pinchneyville, Il. 


the area covered our distributor, Von Romer: quarts buttermilk, cents; your cost, 
cents each, February 20, 21, (112). 
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ADAMS POLICIES DISCLOSED COMPLAINTS UNDER KANSAS 
STATUTE 


milk war Topeka, Kans., occasioned internal correspondence 
the Safeway organization that throws light Adams’ manner 
dealing with that chain, and the legal issues involved the relation- 
ship. Kansas has State unfair practices act. Early January 1957, 
local dairies, according Safeway memorandum— 
had filed complaint with the attorney general’s office stating that the Adams 
Dairy and the Flemming Co., along with Safeway, P., Kroger, and the IGA 
stores had lowered the price milk for the purpose and intent destroying 
competition (731). 

affidavit presented one the complainants set forth that 
December 29, 1956, purchased half gallons Adams milk for 
cents the Kroger, Safeway, and stores Kansas City, 
Kans., and that the same day, Topeka, the chains were offering 
Adams milk the same grade cents. alleged unfair 
discrimination— 


designed destroy competition the production and sales milk, leaving the 
field milk sales the said three stores named herein (733). 


March 22, 1957, Van Gemert, Safeway’s legal depart- 
ment Oakland, Calif., expressed concern that the complaining 
dairies might ask the Federal Trade Commission bring complaint 
against Adams and Safeway under the Robinson-Patman 
bring proceedings against them under the Kansas statute. sought 
information the nature and justification for the free 

Ralph Low, Safeway merchandising official, whom the 
memorandum was forwarded, replied communication Fred 
Rowland, also Safeway, April 1957. outlined the Adams 
promotional policy and the recent history the Adams expansions. 

Adams’ pricing policy said: 

Adams arrives wholesale prices each town separately with formula 
home delivered price per half gallon less cents. The retail prices the stores 
are cents per half gallon less than home delivery. 

The pricing formula used Greater Kansas City our retail price 
cents per half gallon less than home delivery, and Adams price Safeway and 
other Adams’ customers cents per half gallon less than retail. 

The formula for outlying towns our retail price cents per half gallon 
less than home delivery and Adams price Safeway and other accounts 
cents per half gallon less than retail (699). 

Mr. Low touched upon promotions number Kansas com- 
munities, including Pittsburg. Adams Pittsburg, 
February 1957 and its “one free with one” promotion was carried out 
the Safeway Store that community March and 1957. 
Safeway bought 2,161 half gallons milk from Adams, and received 
2,161 half gallons free for the promotion (699). 

further memorandum March 29, 1957, Mr. Van Gemert, 
anticipating inquiry the prosecutor Pittsburg possible 
violation State law furnishing free milk there, foresaw that 
Adams would required disclose the prosecuting attorney 
some details concerning the nature the arrangement with Safeway, 
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the extent pertains Kansas,” and that Safeway, the pur- 
chaser, might brought into the investigation. continued: 


the case the Wichita bread war, the current Kansas City milk war 
might result governmental investigation requiring disclose our arrange- 
ment with Adams (219). 


Mr. Van Gemert’s memorandums and 29, 1957 follow. 


22, 1957 
To: Mr. Bernal Dobell. 
For: Mr. Fred Rowland, Safeway Stores, Inc., Kansas City, Mo. 
From: Van Gomert, leg gal department, administrative ffice, Oakland, Calif. 
Subject: Adams Dairy Co., ‘Kansas City zone. 


The dairies that complained the county attorney may, upon being told that 
the one-half gallons were furnished free Adams, apply the Federal Trade 
Commission for complaint against Adams and/or Safeway for alleged violation 
the Robinson-Patman Act, consider the commencement roceedings 
against Adams and/or Safeway for alleged violations the Kansas Unfair Prac- 
tices Act. therefore recommend that furnished complete information 
concerning the nature and justification for the free offer, can determine 
our position with respect these laws. 

Most the information will require will have secured from Adams. 
However, the moment would like receive from you copies any and 
all correspondence that you may have had with Adams concerning this particular 
offer, and any similar offers that that supplier made the Kansas City zone 
during the past years. would also like receive such additional informa- 
tiln available you without contacting Adams, concerning the nature 
the offer; that is, the number our stores participating, the period involved, 
the number free containers that were received, and its justification; that 
is, Adams milk distributed any competitors located in, the vicinity 
Pittsburg, and, so, was the same offer made those competitors and have 
any them made similar offer their customers. 

After receive the material and information requested above, will furnish 
you form letter you can use secure from Adams any additional information 
may require (736). 


OAKLAND, March 29, 1957. 
To: Mr. Bernal Dobell. 

For: Mr. Fred Rowland, Safeway Stores, Inc., Kansas City, Mo. 

Subject: Adams Dairy Co., Kansas City zone. 


recommend that furnished full details concerning our procurement 
arrangement with Adams Dairy, for determination our legal relationship, 
This would include the material and information requested our March 
memo concerning the Pittsburg milk incident. 

The following developments indicate the advisability legal review the 
arrangement: 

The Pittsburg milk incident raises the Robinson-Patman Act question dis- 
cussed our March memo. This question would also raised any other 
allowances, discounts, free goods, services, etc., that Adams has may make 
available us. 

appears that the prosecuting Pittsburg now considering 
the question whether Adams violated the Kansas prohibition against locality 
price discriminations furnishing free milk the Pittsburg store. The very 
nature this question will require Adams disclose the prosecuting attorney 
some details concerning the nature its arrangement with Safeway, the 
extent pertains Kansas. also possible that the prosecuting attorney 
may bring Safeway into the investigation, the prohibition against locality 
discriminations applies purchasers well sellers. 

Purity Dairy Products recently filed action against its competitors, 
including Adams, alleging that the defendants granted certain select customers 
secret discounts, rebates, allowances, and advertising services, and sold dairy 
products Missouri counties prices unreasonably lower than those charged 
elsewhere. possible that Safeway’s arrangement with Adams may dis- 
cussed this action. 
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the case the Wichita bread war, the current Kansas City milk war 
might result governmental investigation requiring disclose our ar- 
rangement with Adams. 

also recommend that any future offers made Adams discounts, 
allowances, free goods, services, facilities, submitted for legal 
review prior acceptance (219). 


Mr. Low’s memorandum April 1957 follows: 


INTEROFFICE COMMUNICATION 


1957, 
To: Mr. Fred Rowland. 
From: Ralph Low. 
Subject: Adams Dairy Co., Kansas City zone (Mr Van Gemert’s letter 
March 22, 1957). 

returning Van Gemert’s letter. Historically, Adams has used the 
offer half gallon milk free with the purchase half gallon, when intro- 
ducing their products into new trading areas and, also, feature the opening 
new store. This type offer not limited Safeway Stores alone and is, 
knowledge, offered and generally accepted our competitors well. 

the general practice for Adams run separate newspaper 
their name whenever the free with deal effect, and the various 
stores involved usually include the deal within their own price ads. Enclosed are 
newspapers from Joplin, Mo., and Springfield, Mo., where Adams milk was 
introduced recently, which contain this type ad. 

The offer free with milk has not been limited Adams Dairy. 
This type promoting has and being used other brands milk and 
around Kansas City, both Missouri and Kansas, Enclosed are newspaper 
ads, particular the Bestway Market Mission, Kans., which has offer 
brands milk other than Adams. The other one the grand opening 
County Fair Supermarket. 

Also enclosed are newspapers from Fort Scott, Kans., where Adams milk was 
just introduced. Our Safeway ran Thursday, March 14, however the 

Market ran their free milk Wednesday, March 13. 

Adams milk distribution was extended late February this year stores 
238, Pittsburgh, Kans.; 376, Carthage, Mo.; 348, Webb City, Mo.; 213 and 392, 
Joplin, Mo, was then extended the four Springfield, Mo., stores, 322, 362, 
364, and 366, early March, and store 248, Fort Scott, Kans., week after 
Springfield. 

Adams arrives wholesale prices each town separately with formula 
home delivered price per half gallon less cents. The retail prices the 
stores are cents per half gallon less than home delivery. 

Pittsburg, Safeway the only merchant stocking Adams milk. However 
Joplin, Mo., only short diestance away, Kroger also stocks Adams products and 
has promoted them equal basis with Safeway. The “one free with 
usually for days, Friday and Saturday. Occasionally starts 
Thursday and lasts through Saturday. 

This promotion was used Joplin February 28, noon, through March 
Pittsburg, Kans., March and Fort Scott, March 14, 15, and 16; and 
Springfield, March and 23. Our records indicate purchased 2,161 half 
gallons milk and received equal amount free for the Pittsburg promotion. 

Also enclosed are copies two advertising agreements with Adams which have 
been approved the administrative office. One dated August 1955, from 
which Safeway earns average about $900 per month. The other one 
dated October 11, 1956, from which Safeway earns average $425 per week. 
The pricing formula used Greater Kansas City our retail price cents 
per half gallon less than home delivery, and Adams’ price Safeway and other 
Adams customers cents per half gallon less than retail. 

The formula for outlying towns our retail price cents per half gallon 
less than home delivery and Adams price Safeway and other accounts 
cents per half gallon less than retail. 

Adams sells strictly wholesale and has home delivery. There are special 
discounts from Adams. 

trust the above and the enclosed information will helpful Mr. Van 
Gemert. certain Adams will very cooperative providing any additional 
information needed. 

(699). 
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DAMAGE COMPETITORS 


Testimony the hearings left doubt that Adams’ local competi- 
tors suffered when Adams moved into new markets and reduced prices 
with its program giveaways. addition, one witness, Hal 
Blakeney, Poplar Bluff, Mo., testified that was compelled 

ropose lower price schedule his supplying producers enable 
meet the Adams prices (255). 

The hardship wrought upon local dairymen who were not able 
make for low promotional prices sales higher prices other 
communities was brought out the hearings. The following col- 
loquy between Mr. Dixon, the committee counsel, and Mr. Adams, 
illustrative: 


Mr. Drxon. You are many towns and cities Missouri, Kansas, and now 

Mr. Jr. Yes, sir. 

Mr. If, every city you are in, active competitor yours, either 
the name promotion the name price, were announce 
that half gallon milk would sold cents gallon, what would you have 
do? 

Mr. Jr. customer, mean competitor, was selling milk 
cents gallon? 

Mr. Drxon. Would you have meet that price every one those localities 
where your milk was being sold that time? 

Mr. Jr. Yes, they cut price, would have meet it. 

Mr. How long could you continue selling milk there below your cost? 

Mr. Jr. not know. 

Mr. Drxon. would not long, would it? 

Mr. Jr. would not long (265). 


Senator Kefauver summarized: 


think the point clear. other words, you are able make these drastic 
reductions specific town maybe towns, out the maybe 200 300 
that you serve, whereas these other men may just serving town maybe 
the They don’t have the volume that you have your 200 300 
towns meet you your promotion, reduced price (266). 


q 

i] 

| 

| 

| 
{ 


PART RESTRAINT-OF-TRADE ASPECTS THE MILK 
HEARINGS 


The antitrust laws recognize the public. benefits 
effective competition the market place striking down establishe 
monopoly and curbing monopoly development its beginning. 
Section the Sherman Act! makes illegal both monopoly and 
attempts monopolize any person. also prohibits conspiracies, 
Thus section addresses itself the developing stages monopoly 
well the accomplished evil recognized the act. 

Section that act foresaw that there strength combined 
action and when such combined action restrains trade and commerce 
tends toward monopoly and destroys free competition essential 
the prevention monopolization the market place. Furthermore, 
even individual contract unreasonable restraint trade was 
deemed dangerous the free economy. 

addition the Sherman Act the Congress has deemed wise 
enact other antitrust laws which are directed against conduct and 
actions which are means injuring competition and thereby tend 
monopoly. Among such laws are section the Clayton Act 
amended the Robinson-Patman Act 1936 and section the 
Federal Trade Commission section the Clayton Act 
certain discriminations price are considered tools injurious 
competition. Unfair trade methods, practices and acts are made 
illegal section the Federal Trade Commission Act. This 
section not conterminous with the Sherman Act the Clayton Act. 
makes illegal conduct which violation the other two acts 
but not limited the confines either. and was intended 
include curb action which theretofore may have been legal 
under the Sherman Act. 

Thus the Congress has reinforced the antimonopoly provisions 
the Sherman Act with prohibitions against the use means which are 
detrimental competition and continued may lead monopoly. 

and the Sherman Act provide, substance, that— 

Every contract, combination the form trust otherwise, conspiracy, restraint trade 
commerce among the several States, with foreign nations, hereby declared Every 
person who shall make any contract engaged any combination conspiracy hereby declared 

Every person who shall monopolize, attempt monopolize, combine conspire with any 
other persons, monopolize any part the trade commerce among the several States, with foreign 

Sec. the Clayton Act, amended the Robinson-Patman Act 1936 (15 A., sec. 13), 
provides, substance, that— 

(a) shall unlawful for any person engaged commerce, the course such com- 
merce, either directly indirectly, discriminate price between different purchasers commodities 
like grade and quality, where the effect such discrimination may substantially lessen 
competition or tend to create a monopoly in any line of commerce, or to injure, destroy, or prevent competi- 
tion with any person who either grants knowingly receives the benefit such discrimination, with 

“(b) That nothing shall prevent rebutting the prima facie case thus made showing 
that his lower price the furnishing services facilities any purchaser purchasers was made 
gcod faith meet equally low price competitor, the services facilities furnished competitor.’’ 

Sec. 5of the Federal Trade Commission Act (52 Stat. 111, 1028, C., see. 45) provides, substance, 
that— 

(a) Unfair methods competition commerce, and unfair deceptive acts practices 
commerce, are hereby declared unlawful.” 
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The prevention monopoly its beginning stages avoids the prob- 
lems inherent the dissolution acc omplished monopoly and 
its paralyzing effects the free enterprise system. there- 
fore important that the subcommittee examine trade practices, acts, 
and methods which may with aspects 
although not yet monopoly, order keep our antitrust laws 
abreast changing economy and business community. 

Information submitted the subcommittee indicated practices 
engaged two family-controlled corporations, Adams Dairy Co. 
Springs, Mo., and Adams Dairy, Inc., St. Louis, Mo., the 
States Missouri, Kansas, Illinois, and Kentucky which, whether 
legal illegal under existing antitrust laws, typified the need for legis- 
lative consideration growth monopoly from more less 
beginning. The hearings developed practices price discriminations 
and sales-below-cost pressures exerted competition and concert 
actions which give rise implications transgressions the acts 
hereinbefore mentioned and the adequacy those acts effectively 
prevent monopoly. 


LEGAL ASPECTS JOINT PROGRAM ADAMS AND FOOD CHAINS 


appreciative view the legal significance the conduct de- 
scribed the hearings requires understanding the Adams’ pro- 
gram milk distribution and its geographic spread cooperation 
with the large food chains, the effects the conduct competition 
and the principles law which are pertinent the facts brought out 
the hearings. 


Program originally conceived 

Prior 1942, Adams, Sr., was engaged home delivery 
dairy business and livestock farming. about 1941, Mr. Adams 
liquidated that business and began study prospective entry into 
dairy operation for the sale milk paper cartons retail grocery 
stores only. This program was discussed with buyers for the largest 
national food chains, Safeway Stores, Inc., P., and Kroger Co., 
all having food stores Kansas City, Mo., and surrounding territory. 
The buyers expressed interest Mr. Adams’ program. 
After those assurances Mr. Adams went Oakland, Calif. (Safe- 
way’s headquarters are Oakland) the suggestion Mr. 
Denman, formerly connected with the National Food Chain Council 
(the three named chains were members the council) visit Lucerne 
Creamery which was owned Safeway. Mr. Adams also discussed 
his program and need for financing with Saunders, official 
Safeway Stores. 

The Adams program included the assurances the chains that 
Adams would sell stores only paper cartons prices which held 
out the expectation establishing retail store prices cents per quart 
milk below prices for home delivery milk. Prior that 
time Kansas City, Mo., the differential retail-store prices below 
home delivery was cent per quart with differential prevailing 
until few months before Adams began his sales stores only. The 
2-cent differential was expected sufficient draw housewives 
who previously purchased home delivery the stores for milk 
supplies. 
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late 1941, following Mr. Adams’ discussions with Safeway and 
representatives his plans and need financial assistance 
for accomplishing those plans, consummated loan the City 
National Bank Kansas City $17,000 which was guaranteed 
Safeway Stores, Inc., and the terms which were agreed 
Safeway. Sometime the bank made Adams further loan 
about $12,000 which also was guaranteed Safeway. When the 
physical facilities were completed, Mr. Adams began sales milk 
produced him and also purchased from other dairies the 
national chains and the 2-cent differential below home delivery prices 
was established their stores. Milk dairies theretofore sold 
the stores was discontinued. Kansas City, Mo., Adams became 
the exclusive seller Safeway, P., and Kroger. Thus, com- 
petitors were excluded from substantial part substantial local 
market. 

Furthermore, competitors have been with shrinking home 
delivery market due widening the differential home delivery 
and store prices much cents one-half gallon milk. 
Sales Mr. Adams and the chain rose rapidly. hereinafter dis- 
cussed this appears have been the result the Adams’ plan 
local market after local market Adams spread his program with 
the chains new areas the four States now involved. 

This raises the question under the Sherman Act whether the 
Adams program initio was fact concert action with knowledge 
and common purpose all connected with and even legal itself, 
whether has been tainted with illegal actions intents along the 
course carrying out the program. there has been common 
thread illegality the whole fabric case the Sherman, 
Clayton, and Federal Trade Commission Acts not apply, legis- 
lative problem preserving competition presented. When con- 
cern the size Adams can bring bear the pressures described 
the hearings, readily conceivable that much more powerful com- 
panies are position even more easily force out competitors. 
order keep sufficient number enterprises industry main- 
tain freely competitive market, particularly involving small en- 
trepreneurs, the subcommittee must look the adequacy the 
laws preventing monopoly its threshold. 

Evidence adduced the hearing throws light both probable 
violations existing law well bringing into focus aspects 
monopoly its beginning. It, therefore, important examine 
the extent and manner the growth the Adams’ programs. 


Spread Adams’ program new areas 


There are certain types conduct which appear common 
the entry Adams into any new area market. These are entry 
only after arrangements have been made with all the three named 
chains which business the area entered; expulsion previous 
Adams’ entry the chains from their stores some all the 
other dairies selling the chainstores; price cutting some form 
Adams entry and intervals thereafter below competitors’ 
prices; and Adams’ products, when not exclusively sold, are given 
preference the stores. Other facets the program are control 
retail and wholesale prices milk Adams; guaranteed profit 


New York Great Atlantic Pacific Tea Co., Inc., Supp. 626 (1946), affirmed 173 (2d) 
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the chainstores; common purpose the Adams and the chains 
convert milk consumers from home delivery store purchases 
forcing wider differentials between home delivery and store prices; 
and large advertising programs the chains paid Adams. 

1945 the Adams Dairy Farm Blue Springs, Mo., was incorpo- 
rated under the name Adams Dairy Co. Also Adams moved 
across the State Missouri 1947, establishing dairy plant 
St. Louis under the corporate name Adams Dairy, Inc. Both 
corporations have been owned since their beginning largely the 
Adams family and managed members the family. Thus Adams 
used referring either corporation. 

Operations were expanded other towns and cities central and 
southern Missouri, Kansas, southern Illinois and recently into few 
towns Kentucky. The pattern entry and operations each 
town city entered either corporation appears have been 
generally uniform. 

Adams has not entered new markets enterpriser seeking 
business from all prospective customers the market. the other 
hand, has historically sold the very large volume his milk the 
three large chains such them operated stores the particular 
market. has sold only relatively insubstantial amount other 
customers. Instead entering the new market and thereafter en- 
deavoring establish customers, Adams first confers with repre- 
sentatives such the large chains are the market the 
desire and readiness the chains for Adams’ entry, the prices which 
milk will sold the stores, margins markup for the stores, and 
promotions price cuts otherwise made Adams. The 

rices which milk sold the stores are usually considered 
their relationship home delivery prices being charged prior 
Adams’ entry. 

appears from the hearings that shortly preceding Adams’ entry, 
the chains notify all part the dairies then serving their stores 
not supply milk the stores after stated date which approximates 
coincides with the date Adams’ entry. 

The conclusion drawn from the preentry conferences and joint 
conduct attending Adams’ entry seems obvious; namely, that the 
chains and Adams are aware and agreed what takes place. The 
support such conclusion found much testimony and docu- 
ments brought before the subcommittee. also reasonably clear 
that each chain cognizant that Adams deals like manner with 
the other chains. should mentioned that Adams undertook 
hide behind the fiction that the actual sales the chains are made 
independent distributors. This not true some instances. 
substance, the distributors act more like agents for Adams and 
accordance with Adams’ understandings made with the chains. The 
real understandings with the chains are made Adams shown 
many documents and admissions Mr. Adams, Jr. this 
connection observed that the Sherman Act looks through form 
substance. Distributors not initiate the plans, understandings, 
arrangements whatever other characterization may used 
the concert action engaged Adams with the chains. The 
Sherman Act problem arises from whether the combination concert 
action for illegal purpose effected the use illegal 
means rather than from the form the organization. 
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Immediately upon Adams’ entry into market, Adams’ products 
are given preferences the chain’s stores. The space reserved for 
Adams’ products the refrigerated display case for dairy products 
the chainstore was usually approximately twice that allowed for 
the products the competitor when the chain did not purchase 
exclusively from Adams. 

appears that common practice Adams upon going into 
new area was price cutting under prices then effect the particular 
market. previously shown, such lower prices were not made for 
the purpose meeting competitive prices the particular market 
which were lower than Adams prices other markets. the other 
hand, Adams’ prices each new market area entered were cut below 
the prices prevailing each such market without regard Adams’ 
prices elsewhere the time. These prices Adams were frequently 
below cost, indicated the evidence. 

The prices which Adams’ milk was retailed the chain- 
stores were designated Adams the chains advance becoming 
effective. Programs so-called promotions 
were submitted Adams the managing representatives the 
chains and then the representatives the store management. 
The so-called promotions took various forms reductions cost 
the consumer. Those forms included outright price cuts; the giving 
milk free with purchase milk, such half gallon free with 
half gallon purchased; free coupons worth cents cents 
the purchase half gallon; another product, such buttermilk, 
cottage cheese, etc., free with each unit milk purchased; and 
times the simultaneous use two such forms promotion. 

These campaigns were repeated frequent intervals with resulting 
continuous pressure being exerted competitors. the same time 
the prices which the milk was sold the chains and the retail 
prices which the chains resold milk were understood and acquiesced 
Adams, his distributors and the chainstore representatives. 
The cost these programs was borne Adams, including guaran- 
teed markup between wholesale and retail prices the chains 
Adams. addition, further pressures competitors Adams and 
the chains must have resulted from advertising programs radio, 
television, newspapers and other ways. Relatively large sums 
were paid Adams the chains for advertising. appears that 
much the advertising was done connection with and for the pro- 
motion Adams entry into new markets and the accompanying price 
programs. 

The purpose the price cutting and advertising connection with 
market market entered Adams, which seemed have been 
foremost the minds Adams and the chains, was the establish- 
ment the market sufficient differential between home delivery 
prices and retail store delivery prices milk induce the consumer 
discontinue home delivery and buy from the stores. Adams sold 
only through stores. was guaranteed substantial volume 
milk sales any market the beginning view his arrangements 
with the chains. The predatory practices rapidly increased his and 
the chains’ share the market, according the evidence. Even 
though some that increase may have resulted from other causes, 
appears unreasonable believe that the practices did not have 
substantial effect the sudden rise volume sales Adams and 
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his chain customers following the initiation the program each 
market. appears from the evidence that the practices continued 
until competitors were driven recognition 
between home delivery and store prices desired Adams and the 

Examples the expression purpose Adams and the chains 
are afforded testimony heretofore mentioned and documents 
produced Adams and the chains. Adams said Kroger reference 
the existing differential, feel this too close 
encourage store letter P., Adams said: “It 
our job keep you competitive all times and work toward 
widening the differential between store delivery and home 
Safeway interoffice memorandum states: course you know 
Adams Dairy will help establishing more satisfactory differential 
between price the store and home These are only 
few such expressions purpose. The record reveals that much 
cents per half gallon milk for store delivery below home delivery 
was forced competing dairies most served Adams 
order bring end the price wars begun Adams new 
markets entered Adams. Such undercutting prices Adams 
not only was used against home delivery sales but also against retail 
stores which did not sell Adams milk. This was accomplished 
selling milk the chainstores served Adams the same price 
other retail store prices and simultaneously using coupons 
other forms giveaways. appears that after competitors were 
induced accept Adams and the chains’ price differentials, prices 
milk usually advanced and became stable. referring this change 
the markets served Adams, Howard Adams wrote 
Safeway representative that: 

through our efforts over period years this differential has been 
widened where the consumer now cents half gallon below home 
delivery most areas where are marketing milk. 

time the margin spread the stores has also been increased. 

Before entered the Columbia market, the stores order have differential 
below home delivery, had handle milk nearly cost, cent per quart. 

This situation, you know, has been changed with out appearance the 
market. not feel, however, that can continue police any given 
market, unless have complete cooperation every level that may also 
participate the benefits these efforts. 


Our policy has been work completely and freely with your stores order 
that they might have increased volume, wider margins, and the differential 
below home delivery that takes deliver both these. not like 
see situation develop that impairs advantage, not only ourselves, but also 
the Safeway Stores. 

there anything that can improve this situation, please don’t 
hesitate call write us. 

The above letter seems concise summation the evidence 
the principal objectives the joint program, namely, increasing 
share the market for Adams and the chains with increasing profit 
margins produced imposing the market differentials between 
store and home delivery prices sufficient the desired 
results. The local dairies called the imposed differential cents 
half gallon unrealistic one. Even the letter admits the 
result the ability Adams and the chains “to police any given 
Mr. Adams recognized the need for coopera- 
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order enjoy the benefits Adams and the chains and 
urged that situation permitted develop “that impairs 
Adams and the Adams, course, does not 
include concern for impairment competition which may result 
from the use their joint advantage. 


EFFECTS RESTRAINT TRADE 


The effects Adams’ operations and the concert action 
Adams and the three large chain customers may have been restraint 
trade and commerce milk the geographic markets 
One area such possible restraint has been the local milk distributors, 
According the testimony the local dairymen, the economic effect 
upon their business has been severe. 

result Adams’ planned entry into market connection 
with contemporaneous actions taken the chains, some all 
the local dairymen are excluded from the share the market enjoyed 
those chainstores. Furthermore, stated the dairymen, such 
them are permitted sell those chainstores are precluded 
from opportunity equally share the chainstore market resulting 
from preferential treatment given display, 
advertising and other promotions. fact, some instances the 
local dairymen were refused the right promote their products 
the chainstores like manner accorded Adams. According 
the testimony local dairymen, the result was that even permitted 
continue sales the chains, the local dairy shared less and less 
the chains’ volume milk sales while Adams’ milk sales increased. 

addition, however, this loss store market share, the local 
dairymen testified that their share the total market rapidly dwindled 
due the price cutting Adams’ milk inducing wider differential 
between store milk prices and prices for home delivery. Their 
ability effectively compete was reduced through financial losses 
meet the price until the wider price 
spread was established the market. The practically inevitable 
economic effect was force milk purchasers more and more into the 
market places from which the local dairymen had been entirely 
large part excluded. fairly obvious that the economic pressure 
applied sufficiently wide price differential would induce the con- 
sumer into the more less restricted market place. That Adams 
had that end mind and that was the motivating factor Adams’ 
pricing policy seems clear from the testimony the Adams executives 
and representatives, well much other evidence. 

Thus, even though there may have been other contributing factors, 
not surprising that the evidence indicates continuing decline 
home delivery sales and store sales milk. The effect 
the plan also has been, would appear, gradually eliminate 
channel trade through arbitrary action rather than the mere un- 
restrained choice customers pressure was applied 
the customer’s choice. The question arises the eventual fate 
local dairymen with disappearing home market and restricted 
store market. What too the tendency toward monopoly from such 
concert action involving the three largest retailers food any 
individual market any market area which the operations are 
spread? this system which affords the chains preferential 


STUDY INCIPIENT MONOPOLY MILK DISTRIBUTION 


position any market entered Adams and, the same time, 
holds out Adams the assured volume the three largest retailers, 
the cooperative power which can turned off water 
hose when and where the cooperators may desire? 

The evidence further indicates possible restraints the market 
the local dairy farmer. Mr. Blakeney, Poplar Bluff, Mo., testified 
that his dairy was compelled appeal dairy farmers accept 
prices for milk lower than normal market prices order enable 
Blakeney meet Adams’ cut prices lose their market outlet. 
This indicates what ultimate effect local milk producers may 
result local dairymen become impotent competitors. Mr. Blakeney 
testified 

Mr. those prices—I might back again. meeting the 
alternatives. That was either meet their price and they share part 
the cost—in other words, taking less their milk, would hold 
our price the same, and lost volume, would off our producers. They 
got pretty much arms over that. 

Mr. Drxon. Did they help you share the loss? 

Mr. Yes, sir, they agreed help share the loss. 

The evidence indicates that the restraints upon the trade pro- 
ducers adjoining the local market extends also producers inter- 
state commerce. 

The implications price fixing the evidence with respect 
resale prices the chainstores and the establishment price differ- 
entials are too well understood restraints trade need further 
discussion their effeets. The evil effects inherent price fixing 
are recognized the law without necessity further explanation. 

Thus, appears that the effects the concert action program 
may have been restrain trade tend monopoly and should 
considered the light the Sherman Act, the Federal Trade Com- 
mission Act and the Clayton Act amended the Robinson-Patman 
Act. 

IMPLICATIONS LAW VIOLATIONS 


Sherman Act implications 


The evidence brought before the subcommittee raises questions for 
antitrust enforcement agencies not only under section (a) the 
Clayton Act amended the Robinson-Patman Act and section 
the Federal Trade Commission Act but also violations the 
Sherman Act are indicated. 

understanding whether these hearings present legislative 
question tendencies toward monopoly within the purview exist- 
ing law required consideration certain cardinal principles the 
Sherman Act established court decisions. Some those prin- 
ciples which may pertinent the facts revealed the hearings 
are follows: 

The record indicates that there common knowledge 
P., Safeway, and Kroger the participation each and all 
them the course conduct being pursued. Bigelow RKO 
Radio Pictures (150 877), the Seventh Circuit Court Appeals 
said: 

Knowing participation competitors without previous agreement plan, the 
necessary consequences which carried out unreasonable restraint inter- 


state commerce, sufficient establish unlawful conspiracy 
Circuit, Inc. United States, 306 208). 
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This poses the question whether Adams and the three chains have 
knowingly engaged cooperative course conduct, concert 
action, plan program sufficient constitute “combination” 
used the Sherman Act. 

answered the affirmative, that combination conspiracy 
(concert action) unreasonable restraint trade? determining 
that issue the combination concert action must viewed 
whole and not dismembering its separate Acts innocent 
themselves may unlawful when done aid illegal objective. 
act characterized the consequences which fiow from it. 
The plan whole may make its end objective 
the concert action was illegal; namely, purpose establish 
arbitrary price for home delivery milk relation store prices and 
prevent home delivery sellers adopting their chosen competitive price, 
drive such competitors out substantial part the market 
monopolize such part the commerce, there would appear 
grounds for examination the whole fabric. 

Every means, novel old, employed achieve trade restraint 
that the aim fully achieved. sufficient tends that end 
and deprive the public the advantages which flow from free 
The act strikes the achieved. Neither 
proof actual exclusion existing potential competitors nor proof 
actual exertion the power exclude essential. combination 
may illegal restraint trade monopolize although affecting 
only part the trade when not attempted any harmful 
Despite good intentions, the inquiry whether the inherent nature 
the plan creates undue restraint upon interstate commerce.” 

the other side, the inquiry turns whether the concert action, 
although untained any illegal objective, has running through 
unlawful act means which renders the plan offensive the 
Sherman Act. Furthermore not that the concert 
action only those competition with each other since com- 
bination noncompetitors may unreasonably restrain the trade and 
commerce third parties and thereby come within the prohibitions 
and acts unreasonable restraint those rights contravene the 
Sherman the actions Adams and the chain cooperators 
affected the rights the consumer buy free market the 
rights dairymen and retailers competition with Adams and the 
chains buy and sell free market? 

The establishment price differentials desired Adams and the 
chains smacks price fixing which has long been recognized 
per violation the Sherman Act. The reasons which prompted 
the conduct the fact that others may have been involuntary coopera- 
tors furnish comfort under the law Adams the involved chains. 


United States Patten, 226 525, 544; Swift and Company United States, 196 375, United 
States Armour Co., 137 (2d) 269, 270 (CCA 10). 

Swift and Company United States, 196 375, 306; United States Reading Co., 226 324, 357-8; 
Associated Press United States, 326 14. 

United States Socony- Vacuum Oil Co., 310 150, 221; United States The New York Great 
Pacific Tea Co., 137 (2d) 459, 464 (CCA 5). 

Guild Trade Commission, 312 457; Pipe and Steel Co. United States, 175 


1, 16, 
United States International Harvester Co., 214 Fed. 987, id., 274 693. 
Appalachin Coals, Inc. United States, 288 344, 372. 
United States General Motors Corporation, 121 376, 404 (CCA 7), cert. den. 314 618, 
Hosiery Co. Leader, 310 469, 497. 
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The record indicative concert action eliminate 
materially suppress method sale and distribution well those 
engaged that method doing business. This condemned 
has been repeatedly held that the imposition invol- 
untary restraints third parties violative the Sherman 

The evidence gives foundation implications sales below cost, 
price cutting, and so-called price wars instigated Adams with 
knowing participation the three chains. also appears have been 
done for the purpose and with the effect injuring destroying 
competitors. Such practices violate the Sherman 

also proper consider any existence monopoly power and 
the misuse abuse that power which may have been inherent the 
combination-or concert action. very true that although 
Adams important factor the markets occupied, Adams does 
not approach the size several the national dairy chains, such 
Borden’s, National, and Foremost. Perhaps, individually considered, 
Adams does not possess economic power any great consequence. 
Since, however, the test illegality under the Sherman Act the 
presence absence unreasonable restraint upon interstate 
commerce, namely, the results achieved, rather than the particular 
form the business organization the examination turned 
all factors participating the concert action order find the 
power involved. 

the case, supra, was shown and found possess 
monopoly power. The Safeway and Kroger cases were similar the 
case. Participating with Adams were all three. Thus 
would seem that the power those chains supplied any lack 
Adams. Entry into markets Adams appears have 
made the will the chains located the market. Adams’ 
pricing and advertising policies and his objectives became common 
all and all participated carrying them out what appears 
have been successful end.. The chains benefited along with Adams 
growing share the market and diminishing share for their 
competitors. The effectiveness the price cutting price wars 
was generally the retail level. Although the chains did not receive 
loss milk sales, since Adams absorbed profit the chains 
his losses through price cutting, they sold the low prices set 
Adams and apparently were participants Adams’ low-pricing policy 
order force purchasers into the chainstores. chains, 
indicated, had the means which Adams could successfully expand 
from market market and capitalize the horizontal integration 
the chains. While doing so, with seeming predatory practices 
new markets, was operating successfully the whole through 
higher prices the same chains established markets. the latter 
markets the chains also sold consumers higher prices while 
using Adams’ cut prices the price-war areas. Thus, the question 
arises whether Adams substance fighting ship for all instead 
the chains using division their businesses such. 

United States Gypsum 333 364, 397-8, 400. 

Montague Co. Lowry, 38, 40; Loewe Lawlor, 208 274; United States First National 
Pictures, Incorporated, 282 44. 

Standard Oil Co. United States, 221 8.1, 42-43; United States American Tobacco Co., 221 
106, 160-1, 167, 171-2, 181-2; American Tobacco United States, 328 Schine Theatres United 
States, 334 U.S. 110, 116, 120-121; New York Great Atlantic Pacific Tea Co. United States, 173 (2d) 79. 


United States Yellow Cab Co., 322 218, 227; Appalachin Coals, Inc. United States, 288 
344, 377; United States American Tobacco Co., 221 106, 180-181; the case, supra. 
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We, therefore, come the further question whether the com- 
bination had power exclude competitors from the market, plus 
intent exclude, which would violate section the Sherman 
Act even there had been actual The use such 

ower sell below cost doing business one market while selling 
elsewhere with the purpose injuring destroying competi- 
tion, thereby increasing the user’s participation the market, violates 
both sections and the Sherman The evidence leaves the 
impression that Adams and the chains, acting concert, used their 
position impose local markets such area price discriminations 
price structure injurious competition and affording continuing 
advantage over others. 


Federal Trade Commission Act implications 


necessary, also, consider the applicability section 
the Federal Trade Commission Act. For, the practices are 
violation the Sherman Act, they are, also, interstate 
unfair methods competition, which are declared unlawful sec- 
tion Moreover, the reach section even greater. not 
only empowers the Federal Trade Commission proceed against 
Sherman Act violations but, also, supplement and bolster the 
Sherman Act stopping their ine ipience methods which, when 
full blown, would violate the Sherman Indeed, the section 
goes still further and prohibits all “unfair whether they are 

With such broad grant power section its basic act, the 
Federal Trade Commission would seem have all that required 
protect and preserve competition any situation, including the 
one developed the hearings, whether the responsibility the parties 
for that situation joint, several, joint and several. 


Clayton Act implications 


Primarily involved the course conduct between Adams and 
the chainstores were price discriminations and payments for promo- 
tional services. Section the Clayton Act, which enforcible 
both the Department Justice and the Federal Trade Commission, 
prohibits certain discriminations and payments this 
discriminations and payments are elements any offense against the 
Sherman Federal Trade Commission Act, they may inhibited 
proceedings under those statutes, regardless whether they violate 
section Conversely, the practices violate section the 
Clayton Act, proceedings under that section will stop them, regardless 
whether they are elements any violation the Sherman 
Federal Trade Commission Act. 

Such being the texture the law, the legality these two basic 
practices could twice tested either proceeding the Depart- 
ment Justice under the Sherman Act and the Clayton Act the 
Federal Trade Commission proceeding under its basic act and the 
Clayton Act. The record made the suggests that 

American Tobacco and cases, supra. 

United States Paramount Pictures, 334 131; United States Crescent Amusement Co., 323 100; 
Schine Theatres United States, 334 Associated Press United States, 326 American Tobacco 
Co. United Press, 378 781; and the case, supra. 

Federal Trade Commission Bunte Bros., 312 349 (1941). 

Federal Trade Commission Cement Institute, 333 683 (1948). 

Federal Trade Commission Motion Picture Adv. Co., 344 392, 394-395 (1953). 


New York Great Atlantic Pacific Tea Co., Inc., Supp. 626 (1946); affirmed 173 
49). 
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the enforcement agencies should consider whether such test should 
made. 


CONCLUSION 


The facts adduced the milk hearings present good study of, 
first, how creeping concentration may develop from relatively unim- 
pressive beginnings effective force the market. Secondly, the 
record displays warnings danger free enterprise from the com- 
bination those having great economic power with relatively small 
concerns possible shield prosecution under the antitrust laws. 
Legislative concern for the effectiveness those laws suggested, 
unless the enforcement agencies determine that such conduct contra- 
venes existing laws and act accordingly. believed that the record 
the hearings presents matters which should engage the attention 
the Antitrust Division the Department Justice and the Federal 
Trade Commission. The findings those agencies will serve aid 
the effectuation the functions this subcommittee. 


